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INTRODUCTION 


Appointment and Terms of Reference 


The Australian health insurance system was established in the early 1950’s with 
the object of enabling the public to obtain protection against the cost of hospital 
accommodation and treatment and the services of medical practitioners. The sys- 
tem provides for individuals to effect insurance on a voluntary basis with a non- 
profit organisation registered under the National Health Act 1953-1968. Those 
who so insure are eligible for Commonwealth hospital and medical benefits which 
supplement the amounts payable under their contracts of insurance. 


On 18 April 1968, the Commonwealth Minister for Health, The Honourable 
Dr A. J. Forbes, announced the appointment of a committee to review this health 
insurance system. The Minister announced that the Committee would comprise 
The Honourable Mr Justice J. A. Nimmo, 0o.sT.J., Chairman, Sir Leslie Melville, 
K.B.E., and Mr Norman H. McIntosh. 


The Minister stated that the Government’s purpose in setting up the enquiry 
was to secure an independent and impartial review of the system after its sixteen 
years of operation. He went on to say that the Government had decided that the 
enquiry would be conducted in private and that the Committee’s report would 
be published. 


The Committee’s terms of reference are as follows: 
(A) To enquire into: 

1. The types of and amounts of benefit provided by benefit tables 
offered by organisations registered under Part VI of the National 
Health Act 1953-1967, and the numbers of such tables. 

2. The extent to which the fund benefits available provide coverage 
against the cost to contributors of medical and hospital treatment. 

3. The rates of contributions payable -by contributors to registered 
organisations, having regard to the financial needs of the organisa- 
tions and the effect of these contribution rates on the willingness of 
individuals to insure. 

4. The limitations imposed by the rules (including the Special Account 
tules) of registered organisations in respect of benefit payments. 

5. The limitations imposed on individuals by the rules of registered 
organisations on becoming a contributor to an organisation or trans- 
ferring to a different benefit table in the same organisation. 

6. The policies pursued by registered organisations in the application 
of their rules relating to the transfer of contributors to Special 
Accounts. 

7. The methods used by registered organisations in paying benefits. 

8. The methods used and costs incurred by registered organisations in 
collecting contributions including the rates of commissions and fees 
paid to collection agencies. 

9. The expenses incurred in administration and management, including 
the payment of benefits. 

10. The level of reserves maintained by registered organisations for 
hospital and medical insurance purposes. 
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11. The policies followed in the investment of such reserves and of 
other moneys arising from contributions to hospital and medical 
benefit funds. 


12. The overall management, administration and financial operations of 
the registered organisations. 


13. The extent to which there is effective contributor representation in 
the administration and policy making of registered organisations. 


14. The effects of activities pursued by registered organisations in com- 
peting for members. 


15. The extent and form of competition that is desirable between regis- 
tered organisations. 


16. Whether the interests of contributors would be better served if there 
were a greater or a lesser number of registered organisations. 


(B) To make such recommendations to the Minister in relation to the above 
matters as the Committee deems necessary. 


(C) To make such other recommendations to the Minister as the Committee 
deems necessary in relation to the provision of adequate financial pro- 
tection against the cost of illness in the context of both a voluntary 
health insurance scheme, and the obligations at present accepted by the 
State Governments. ' 


The terms of reference (A) and (B) require the Committee to enquire into 
and report on the functioning of the health insurance system and the extent to 
which the object for which the system was established has been achieved. 


The term of reference (C) requires the Committee, within the context stated, 
to consider the provision of adequate financial protection against ‘the cost of 
illness’. The cost of illness embraces a wide range of expenses which have never 
been covered by the health insurance system, for example, accommodation and 
treatment provided in institutions which are not hospitals and health services 
provided by practitioners other than doctors. 


The Committee’s terms of reference require it to make recommendations ‘in 
the context of a voluntary health insurance scheme’. It found that in Canada on 
the one hand plans financed wholly or partly by compulsory levies are described 
by their sponsors as ‘voluntary’, on the basis that a plan is ‘voluntary’ if it leaves 
patients free to choose their doctors and doctors free to accept or reject particular 
persons as patients. On the other hand plans which do not restrict the rights of 
choice of patients or doctors. are often described as ‘compulsory’ if they are 
wholly financed by payments required by legislation. With a view to avoiding 
any misunderstanding regarding the basis on which it has conducted its enquiry, 
the Committee thinks it advisable to set down its own interpretation of ‘a volun- 
tary health insurance scheme’ in accordance with its understanding of the meaning 
given to the expression by the Government. The Committee interpreted the phrase 
to mean that individuals should be free to participate in the scheme or remain 
outside it; that doctors were free to do likewise; that under the scheme a patient 
should be free to choose his doctor and a doctor at liberty to accept or reject 
a patient and that the insurance coverage should be provided by a number of 
approved non-profit organisations. 


The Committee has recommended a number of provisions of a regulatory 
character which, if adopted, will reduce the scope for independent action within 
the scheme. The restrictive measures recommended are considered to be essential 
for the proper operation of the scheme and not to alter its essentially voluntary 
character. 


CHAPTER I 
Summary of Findings and Recommendations 
FINDINGS 
TERMS OF REFERENCE (A) AND (B) 

1. The operation of the health insurance scheme is unnecessarily complex and 
beyond the comprehension of many. 

2. The benefits received by contributors are frequently much less than the 
cost of hospital and medical treatment. 

3. The contributions have increased to such an extent that they are beyond 
the capacity of some members of the community and involve considerable 
hardship for others. 

4. The rules of many registered organisations including the so-called ‘special 
account’ rules permit disallowance or reduction of claims for particular 
conditions. 

The application of these rules has caused serious and widespread hardship. 

5. An unduly high proportion of the contributions received by some organisa- 
tions is absorbed in operating expenses. 

6. The level of reserves held by some organisations is unnecessarily high. 


TERM OF REFERENCE (C) 

7. The cost of illness may include, in addition to hospital accommodation 
and treatment and medical services a wide range of other services which 
have never been covered by the health insurance scheme. These ‘other’ 
services include nursing home accommodation and treatment, physio- 
therapy, home nursing, chiropractors’ services, chiropodists’ services, 
optometry and dentistry. Whilst future increases will be necessary from 
time to time as costs rise, health insurance contributions are in present 
circumstances as high as most people are prepared to pay and as many 
people can afford to pay. We have therefore concluded that, save for the 
exceptions referred to in Recommendations 38 and 39, it is not feasible 
to bring these ‘other’ services within the operation of the health insurance 
scheme. 


RECOMMENDATIONS 

ADMINISTRATION OF HEALTH INSURANCE 

1. That the administration of the health insurance scheme be transferred 
from the Commonwealth Department of Health to a National Health 
Insurance Commission of five members. 
The Commission should consist of the Commonwealth Director-General of 
Health as Chairman, and, as members, a person with financial qualifications, 
a representative of the medical profession, a person to represent the interests 
of hospitals and a person to represent the interests of contributors and 
patients. 
Subject to Government policy and to Government decisions regarding the 
provision of finance, the Commission should be responsible for such matters 
as negotiations and arrangements regarding hospitals’ and doctors’ fees, 
insurance funds’ benefit tables, the basis of payment of medical and hospital 
fees for pensioners, special assistance for low income families, surveillance 
of operations of insurance organisations and observance by them of the 
conditions imposed by and under the National Health Act. (para. 3.10) 


2. That the State Governments be’ invited to appoint State Health Insurance 
Commissioners to co-ordinate the activities which are the responsibility of 
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the State Governments in the administration and development of the health 
insurance scheme. (para. 3.15) 


TERMS OF REFERENCE Al AND A2 (BENEFITS AND COVERAGE) 


That the Commonwealth seek agreement with State Governments to ensure 

that contributors’ interests are properly protected by co-ordinated policies in 

regard to all aspects of hospital fee charging and hospital benefit entitlements. 

(para. 4.11) 

That the expression standard ward accommodation be adopted in lieu of the 

terms public and general wards now variously used throughout Australia. 

(para. 4.15) 

That under the Commonwealth-State agreement, the States be asked to 

undertake that— 

(i) standard ward accommodation will be available to every member of the 
community regardless of means, 

(ii) intermediate and private ward accommodation will be available at the 
choice of patients, 

(iii) fees for all wards will be stabilised for periods of three years, 

(iv) fees for standard ward treatment will not exceed 50 per cent of the 
average cost throughout Australia of maintaining hospital beds during 
the relevant period, 

(v) three months’ advance notice of fee alterations will be given so that con- 
tributors will have an opportunity to adjust their insurance coverage, 

(vi) hospitals will charge a single comprehensive fee covering the cost of 
accommodation and treatment and all ancillary items including theatre 
fees, drugs and dressings, medical and paramedical services provided 
by the hospital, and the provision of standard prosthetic and other 
appliances, such as wheel-chairs. (para. 4.15) , 

That under the Commonwealth-State agreement, the Commonwealth under- 

take— 

(i) to supervise and financially support a hospital insurance scheme which 
will enable contributors to maintain insurance in standard ward tables 
without financial hardship, 

(ii) that payments made to hospitals on behalf of pensioners will be placed 
on an agreed footing, having regard to the amounts received by hospitals 
from standard ward patients, 

(iii) that the benefits provided under hospital insurance tables and the levels 
of Commonwealth financial support for hospital insurance will be 
reviewed at three-yearly intervals. (para. 4.16) 

That the hospital insurance scheme be rationalised by confining benefit 

tables to three benefits each equal to one of the three levels of hospital fees 

in force in each of the States—standard, intermediate and private wards. 

(para. 4.5) 

That the Commonwealth and State Governments work towards the integration 

of outpatient services into the health insurance scheme. (para. 4.26) 

That the Commonwealth agree to pay the full Commonwealth hospital 

benefit (at present $2 a day) to hospitals in respect of all public ward 

patients in Queensland as long as Queensland’s present policy of free public 

ward treatment without a means test is continued. (para. 4.32) 

That special arrangements be made under which persons who object to 

being members of health insurance funds on grounds of religious conviction 
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13. 


14. 


15. 


16. 


17. 


18. 


L9. 


20. 


be paid amounts equal to Commonwealth hospital benefits (at present $2 
a day) and Commonwealth medical benefits. (para. 4.33) 

That the Commonwealth benefit of 80 cents a day for uninsured persons 
be terminated. (para. 4.34) 

That it be made a condition of hospital insurance that benefits will not be paid 
in excess of hospital accounts. (para. 4.41) 

That there be established what are the most common fees currently being 
charged in each State for all the medical services and procedures provided 
by medical practitioners. (para. 4.51) 

That a medical benefits table be introduced in each State under which con- 
tributors will be entitled to benefits equal to the amount of the established 
common fees less $1.00. (para. 4.55) 

That doctors who wish their fees to be eligible for medical benefits should 
agree to participate in the scheme; that, as a condition of this agreement, 
they follow a practice of informing their insured patients at the time of a 
first consultation of the amount of their own fees for any further medical 
treatment recommended and the amount of the established common fees; 
that medical expenses incurred to doctors who elect not to participate in 
the scheme be not eligible for medical benefits. (para. 4.59) 

That contributors be supplied with information regarding established com- 
mon fees and medical benefit entitlements by their own insurance organisa- 
tions and by the National Health Insurance Commission. (para. 4.62) 

That there be adopted a policy for the gradual elimination of the honorary 
and concessional services rendered by the medical profession. (para. 4.69) 
That an arrangement be developed whereby the established common fees for 
medical services (referred to in Recommendation 13) may be adjusted at 
appropriate times on the basis of relevant economic indicators. (para. 4.72) 
That the National Health Insurance Commission be empowered to review 
claims for benefits and to initiate appropriate disciplinary action in relation 
to any abuses of the health insurance scheme. (para. 4.79) 


TERM OF REFERENCE A3 (CONTRIBUTIONS) 

That families in need be assisted by the Commonwealth to meet their hospital 

and medical insurance contributions on the following basis— 

(i) that assistance equal to the full amount of contributions for standard 
hospital and medical coverage be available to the head of a family with 
two dependent children where the family income, exclusive of child 
endowment, for a defined period, does not exceed the minimum wage 
payable under Commonwealth Awards for the State in which they reside 
(with appropriate adjustment for assets). This amount should be 
reduced by $4 where there is only one child and by a further $4 where 
there are no children. Similarly where there are more than two dependent 
children in the family the amount should be increased by $4 for each 
additional child; 

(ii) that assistance equal to two-thirds of the contributions for standard 
coverage be available for a family with a weekly income not exceeding 
$2 a week above the basic figure; 

(iii) that assistance equal to one-third of the contributions for standard 
coverage be available for a family with a weekly income in excess of $2 
a week but not exceeding $4 a week above the basic figure. (paras 
5.9 and 5.10) 


11 


yEE 


22: 


23. 


24. 


ZD. 


26. 


ots 


28. 


29. 


TERMS OF REFERENCE A4 and A5 (BENEFIT LIMITATIONS AND MEMBER- 
SHIP LIMITATIONS) 


That all current rules relating to pre-existing ailments be discontinued; that 
in their place there be a rule uniformly applying to hospital and medical 
benefits under which expenses incurred during the first six months of member- 
ship may be disallowed for benefits should medical opinion be that the symp- 
toms of the illness in question were evident to the contributor at the time of 
enrolment; that persons whose claims are disallowed under this six months’ 
qualifying rule be permitted to appeal to the National Health Insurance Com- 
mission. (para. 6.6) 


That registered organisations be not permitted to refuse payment of benefit for 
claims resulting from alcoholism, social diseases, drug addiction or self-inflicted 
wounds. (para. 6.13) 


That organisations be obliged to have uniform rules and follow uniform 
practices in relation to matters such as claims subject to third party 
or workers’ compensation provisions, waiting periods for benefits in maternity 
cases, benefits for newly born children, eligibility for benefits of student 
dependants and allowance of membership credits to members transferring 
from one organisation to another. (paras. 6.5, 6.9, 6.15, 7.3 and 7.7) 


That all hospital and medical benefit table enrolments be made on the basis 
that contributions will be automatically adjusted whenever variations in rates 
of contributions become necessary. (para. 7.6) 


TERM OF REFERENCE A6 (SPECIAL ACCOUNTS) 


That the special account system be discontinued; that in its place, for hospital 
benefits, the Commonwealth provide a subsidy to each organisation of an 
amount equal to the full hospital benefits paid to its contributors on account 
of claims in excess of a specified number of days (for example 40) in on 
year. (para. 8.8) 


TERM OF REFERENCE A7 (METHODS USED IN PAYING BENEFITS) 


That organisations discontinue the practice of specifying Commonwealth 
and fund benefits separately in their dealings with contributors and arrange 
for all documents relating to enrolment in tables, contributions and benefit 
payments to refer to single amounts of benefit. (para. 9.5) 


TERM OF REFERENCE A8 (CONTRIBUTION COLLECTION METHODS AND 
CosTs) 


That employers with establishments of seven or more employees be required 
to deduct standard rate medical and hospital insurance contributions from 
their employees’ pay and remit the contributions to the organisation of the 
employer’s choice; that employees be free to opt out of the compulsory 
deduction arrangement if they wish. (para. 10.6) 


That commission be not paid for employer deductions and be kept at reason- 
able levels for collection agencies; and that certain commission payments be 
prohibited. (paras. 10.8 to 10.12) 


TERM OF REFERENCE A9 (MANAGEMENT EXPENSES) 


That ‘open’ funds be obliged to limit their enrolment and collection activities 
to specified regions and that only one ‘open’ fund be permitted to establish 
and maintain facilities in any one region. (para. 11.11) 
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That friendly societies be obliged to limit future enrolments in their hospital 
and medical funds to members of the societies. (para. 11.17) 

That organisations be required to restrict their management expenses to 
specified limits and that the National Health Insurance Commission be em- 
powered to enforce the restriction. (para. 11.20) 


TERM OF REFERENCE A10 (RESERVES) 

That organisations be required to restrict their ‘free’ reserves to specified 
limits, in the case of the larger funds to an amount equal to three months’ 
contributions, and that the National Health Insurance Commission be em- 
powered to enforce this restriction. (para. 12.4) 

That in respect of currently held excessive reserves, organisations be permitted 
to adjust their contributions so that, over an appropriate period, their mem- 
bers will receive the benefit of them. (para. 12.10) 


TERM OF REFERENCE All (INVESTMENT OF RESERVES) 


That the investments of organisations be limited to trustee investments under 
the laws of the State in which they are located. (para. 13.3) 


TERMS OF REFERENCE A12, A113, Al4, A15 AND Al16 (OPERATIONS OF 
REGISTERED ORGANISATIONS) 

That no organisation at present registered under the National Health Act 
be excluded from the scheme if it is willing to comply with the new condi- 
tions recommended. (para. 14.6) 

That organisations be required to adopt standard forms of accounting and 
to publish annual accounts in greater detail. (para. 14.11) 

That organisations and their officers be subject to penalties for any failures 
to comply with the conditions imposed by and under the National Health Act. 
(para. 14.18) 


TERM OF REFERENCE C (FINANCIAL PROTECTION AGAINST COST OF 
ILLNESS) 

That medical benefits be paid when a specialist oral surgeon carries out a 
procedure for which an operating theatre at a public hospital is required and 
used. (para. 15.3) 

That a patient referred to an ophthalmologist by an optometrist be eligible 
for medical benefits at the specialist rate. (para. 15.7) 

That the Commonwealth and the States jointly investigate all problems 
associated with nursing homes with a view to joint remedial action where 
necessary. (para. 15.13) 

That the States be requested to prohibit the inclusion of the word ‘hospital’ 
in the name of nursing homes and other institutions which are not eligible 
for hospital insurance benefits. (para. 15.14) 

That organisations wishing to provide ancillary benefits for services such as 
physiotherapy, home nursing and provision of spectacles, be obliged to 
establish separate ‘ancillary benefit’ funds to which separate contributions 
would be payable and from which ancillary benefits would be provided 
(para. 15.20) 
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CHAPTER 2 
Procedure of the Enquiry 


2.1 Soon after the Committee’s appointment, arrangements were made for the 
publication in the daily press of an advertisement inviting written submissions to 
the Committee regarding questions covered by its terms of reference. This infor- 
mation drew a wide response and 268 written submissions were made to the 
Committee. 


2.2 One State Minister, the Minister of Health for Tasmania, made a written 
submission to the Committee and appeared before it. The Chairman called on 
each of the other five State Ministers for Health. He had an informal discussion 
with each of them regarding the scope of the enquiry and the interest of the State 
Governments in the operation of the health insurance scheme. Following these 
discussions written submissions were made to the Committee by the Chairman of 
the Hospitals Commission of New South Wales, the Chairman of the Hospitals 
and Charities Commission of Victoria, and the Chairman of the Commission of 
Public Health of Victoria. 


2.3 Submissions were received from hospitals and related associations, social 
welfare agencies, professional bodies, health insurance organisations and pri- 
vate individuals. The names of those who made submissions are set out in 
Appendix A. 


2.4 The Committee’s public invitation for submissions stated that opportunities 
would be provided for those interested to attend before the Committee if they 
wished to do so. Arrangements were made for hearings of the Committee to take 
place in each of the States and at these hearings personal submissions were made 
by or on behalf of the bodies and individuals whose names are set out in 
Appendix B. 


2.5 In an effort to determine what lessons are to be learned from overseas 
experience in handling problems associated with health insurance the Committee 
made a close examination of the literature available in Australia regarding health 
insurance in other countries. The Committee noted that Canada, because it too 
has a federal system of government under which there is a sharing of health 
costs, provided the nearest parallel to the position here and that the problems being 
experienced in Australia had long been experienced there. The Committee there- 
fore thought that it would be wise if some of its members visited Canada to 
study its health insurance developments. 


2.6 The Chairman, Mr McIntosh and the Secretary of the Committee visited 
Canada for about four weeks in October-November. They had the opportunity of 
discussions with the Minister for National Health and Welfare and senior officials 
at the Canadian Department of National Health and Welfare in Ottawa, with 
Ministers and officials in the Provinces of Ontario and Saskatchewan and with 
Officials in British Columbia. They also had the opportunity of discussions with 
Federal and Provincial representatives of the Canadian Medical Association and 
with a number of hospital and welfare bodies. A statement outlining the hospital 
and medicare programmes in Canada and referring to the way in which they 
differ from the Australian system is given in Appendix C. 
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CHAPTER 3 


Administration of Health Insurance 


3.1 Before examining in detail the matters specified in the Committee’s terms 
of reference some general observations appear necessary. When the voluntary 
health insurance scheme was introduced in the early 1950’s the then Common- 
wealth Minister for Health, the late Sir Earle Page, said on a number of occa- 
sions, in Parliament and elsewhere, that the scheme represented a partnership 
arrangement between the Commonwealth Government, the State hospital authori- 
ties, the medical profession and the health insurance organisations. 


3.2 It is clear that the scheme was launched on the footing that the parties 
to the arrangement would jointly and severally work for the achievement of its 
objectives, namely, to provide for a person, at small cost to him, protection in 
the event of illness against the full cost of hospital accommodation and treatment 
and 90 per cent of the cost of medical services. 


3.3 With the passage of time the pursuit of sectional interests appears to have 
superseded this ideal. For example some health insurance organisations by exces- 
sive self promotion have paid insufficient attention to the object of the ‘non-profit’ 
feature of the scheme, namely, to provide the protection contemplated at the lowest 
cost possible to contributors. The serious deficiencies which now exist in the scheme 
are largely the result of the failure of the parties to co-operate with one another 
and, with some exceptions, do all within their own power to help persons meet the 
expenses incurred as the result of illness. 


3.4 Although the scheme has operated for sixteen years the obligations that 
each of the parties could reasonably be expected to bear to ensure its success 
have not been defined. The States and the medical profession have allowed the 
impression to grow that the success of the scheme is the sole responsibility of the 
Commonwealth. 


3.5 The Commonwealth’s powers are in fact limited by the Commonwealth 
Constitution and some forms of action which are essential for the successful 
operation of the scheme are beyond the Commonwealth’s power to achieve by 
legislation. 


3.6 The failure of the parties to pursue a course of concerted action has brought 
the scheme to its present unsatisfactory state which has given rise to public 
discontent and criticism. The most serious ground of complaint is that even after 
sixteen years it is still not possible for a registered organisation to guarantee its 
contributors the protection the scheme was intended to provide. This is because 
both hospital and medical fees are unpredictable. 


3.7 Many people who have insured in the top tables of hospital and medical 
insurance have been sadly disillusioned to discover when overtaken by illness that 
their hospital insurance did not cover ‘extras’ such as use of the operating theatre, 
drugs, dressings and appliances and that their medical insurance covered only 
25 per cent of the doctor’s charges. 


3.8 While it is true that the Commonwealth initiated the health insurance scheme, 
it seems to the Committee that the other responsible parties have equally as great an 
interest in its success as the Commonwealth itself. The State hospital authorities’ 
capacity to collect hospital fees from their patients is very greatly strengthened by 
the hospital insurance scheme. The further development and success of the scheme 
would considerably ease their financial problems which will otherwise become 
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more acute. Much the same considerations apply to the medical profession and, of 
course, the health insurance organisations are almost entirely dependent on the 
success of the scheme for their existence. 


3.9 The conduct of health insurance was a very small activity prior to the 
introduction of the Commonwealth scheme in the early 1950’s. Much of the 
complexity and confusion associated with it today are a carry-over from the period 
when it was a small activity conducted by independent non-profit bodies. There 
is a great need for more standardisation of practices and procedures now that the 
scheme is a national one and has developed into a financial activity which, in 
1967-68, involved the collection of contributions amounting to $161.9m and the 
payment of benefits, including Commonwealth benefits, of $199.6m. 


3.10 If the deficiencies in the scheme are to be eliminated it is the view of the 
Committee that a new approach to their responsibilities is required by all the 
interested parties. Their responsibilities need to be defined and discharged in a 
spirit of co-operation with particular attention to the interests of contributors. The 
Committee considers that this objective would be advanced by the transfer of the 
administration of the health insurance scheme from the Commonwealth Depart- 
ment of Health to a National Health Insurance Commission with as much 
independence as possible. The centering of administrative responsibility and policy 
advising in a Commonwealth Department has not been conducive to the develop- 
ment of a spirit of co-operation and sharing of responsibility by the other parties, 
who have felt little duty to help what they refer to as ‘the Commonwealth scheme’. 
Whilst the transfer of these functions to the Commission would not wholly remove 
the difficulties inherent in securing a co-operative approach, it should significantly 
reduce them. 


We recommend that: 


(i) the Commonwealth establish a National Health Insurance Commission 
consisting of a Chairman and four other Commissioners, 


(ii) the Commonwealth Director-General of Health be Chairman and the 
other Commissioners be a person experienced in financial management, a 
medical practitioner appointed after consultation with the Australian 
Medical Association, a person qualified to represent the hospitals’ interest 
in the scheme (e.g., a person on the board of a large hospital) and a 
person qualified to represent the interest of contributors and patients 
(e.g., a person actively engaged in social welfare), 


(iii) the Commissioners, other than the Chairman, be on a part-time basis. 


The Commission would need a properly qualified staff which we think, in order 
to simplify recruitment and avoid anomalies in employment conditions, should 
consist of Commonwealth public servants. 


3.11 Under this proposal the extent of Commonwealth financial support for 
health insurance would continue to be determined by the Commonwealth Govern- 
ment itself. Subject to Government policy and decisions regarding the provision 
of finance, we recommend that the Commission be responsible for, inter alia, 
negotiations and arrangements regarding hospitals’ and doctors’ fees, insurance 
funds’ benefit tables, the basis of payment of medical and hospital fees for pen- 
sioners, special assistance for low income families, surveillance of operations 
of insurance organisations and observance by them of conditions imposed by and 
under the National Health Act. The Commission would have the authority to 
approve the establishment of and variations to medical and hospital benefit tables, 
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such authority to be exercised after consultation with the Commonwealth Actuary 
and having regard to the levels of financial support determined by the Common- 
wealth Government. 


3.12 The Commission would be empowered to conduct research in relation to 
hospital and other health costs. In consultation with the health ‘insurance 
organisations it would be required to arrange appropriate publicity regarding the 
health insurance scheme. 


3.13 The Commission would be responsible for the investigation of complaints 
and disputes regarding the operation of the scheme. It would be required to 
report annually to Parliament, the report to include the reasons for any short- 
comings in the operation of the scheme; the details of any abuses; and particulars 
of the operating experience of each registered organisation. 


3.14 It would be advantageous to have the State hospital authorities represented 
on the Commission. However, after much consideration we have rejected this as 
impracticable. To enlarge the Commission to eleven persons by appointing one 
representative from each State would make it unwieldy and reduce its effectiveness. 
The appointment of any one person to represent all States also appears to be 
impracticable. 


3.15 We do think, however, that it would assist the overall objective if all the 
States were to recognise the importance of the proper development of health 
insurance in their States by appointment of State Health Insurance Commissioners. 
State Commissioners with authority to participate in negotiations and discussions 
with the National Health Insurance Commission could assist in the preparation 
of satisfactory forms of agreement to be submitted to the respective Governments 
for consideration. They could also play a worthwhile role in the day to day 
presentation of the viewpoint of State Governments to the health insurance 
organisations established in their States. 


3.16 The reasons which prevent representation of State hospital authorities on 
the Commission also prevent representation on it of the health insurance organisa- 
tions. It is of course of the utmost importance that the Commission, if established, 
develop close liaison with the organisations. We believe it could well be left to 
the Commission itself to develop ways and means of achieving this. On the estab- 
lishment of the Commission the present Commonwealth Health Insurance Council 
would not be necessary but some new body may be needed to take over some 
of its functions. 


3.17 In summary, the Committee’s views on the question of administration of the 
health insurance scheme are: 

(i) if the scheme is to operate successfully a wider sharing of responsibilities 
between the parties to it is imperative; 

(ii) the acceptance of wider responsibilities by parties other than the Com. 
monwealth will be promoted by action on the part of the Common- 
wealth to establish an administrative body with as much independence as 
possible; 

(iii) the proposals for an independent Commission, with medical profession 
representation, and Commissioners appointed by the States, would bring 
about a sharing of administrative responsibility as wide as it is practicable 
to achieve without losing effectiveness. 
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CHAPTER 4 


Benefits and Coverage 


TERMS OF REFERENCE Al AND A2 


The types and amounts of benefit provided by benefit tables offered by organi- 
sations registered under Part VI of the National Health Act 1953-1967 and the 
numbers of such tables. 

The extent to which the fund benefits available provide coverage against the 
cost to contributors of hospital treatment. 


HOSPITAL INSURANCE SCHEME 


4.1 Information submitted to the Committee showed that at the time of the 
enquiry 101 different rates of hospital fund benefit were payable under differing 
tables in operation throughout Australia. There were 40 different rates in New 
South Wales, 37 in Victoria, 27 in Queensland, 45 in South Australia, 55 in 
Western Australia and 28 in Tasmania. The benefits provided by these tables 
ranged in amount from a minimum of 60 cents per day to a maximum of $19.50 
per day. The statement in Appendix D shows the number of organisations operat- 
ing tables at each level of benefit. 


4.2 Although some of these tables were closed to new members and others 
were available only to members of ‘closed’ funds, such as those operated by 
individual employers, the majority of them were available to new members who 
sought enrolment in one or other of the funds open to the public. 


4.3 It is evident that this multiplicity of tables and benefits has caused much 
confusion and misunderstanding and made the scheme incomprehensible to many. 
Any advantage a choice regarding the level of insurance may give to a contributor 
is hard to find when the choice extends to 101 different rates of benefit. 


4.4 In addition to complexity, the range of benefits now available gives rise to 
another serious deficiency in the scheme. More than half of the 101 different 
benefits available provide a coverage lower than minimum public hospital fees. 
The ready availability of these ‘low’ tables continues and intensifies the problem 
of under-insurance, which is seriously undermining the effectiveness of the scheme 
particularly in Victoria. At 30 June 1968, 16 per cent of contributors in New 
South Wales and 53 per cent of contributors in Victoria were insured in tables 
providing benefits lower than the public ward fees. Although some contributors to 
low tables may be members of more than one organisation there is a very sub- 
stantial proportion of contributors who have not taken out effective coverage 
against the cost of hospital treatment. The existence of so many ‘low’ tables has 
facilitated this unsatisfactory situation. Their problems arise, of course, when 
hospital treatment becomes necessary and the benefit coverage is seriously deficient. 


4.5 The Committee believes that the scheme should be rationalised by confining 
tables to benefits which are equal to the three levels of public hospital fees currently 
in force in each of the States—public, intermediate and private wards. (Some 
States have a fourth level of fees, e.g., for semi-private or maternity ward accom- 
modation. If this fourth level of fees is continued, a fourth hospital benefits table 
Should be available to provide coverage for it, but it would be preferable 
if public hospital fees in all States could be confined to a three-level structure.) 
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4.6 The adoption of three fee levels and three benefit tables would considerably 
reduce the area for confusion regarding the scheme and help eliminate under- 
insurance. If this proposal is adopted, members already enrolled in ‘low’ tables 
should be given a reasonable opportunity, say up to 12 months, to adjust their 
contributions to the appropriate level; after that time a contributor to a table 
below the public ward level should not qualify for Commonwealth benefits. It is 
appreciated that an increased contribution would involve hardship for some 
contributors and this matter is the subject of a separate recommendation. 


4.7 The lack of a satisfactory linkage between hospital benefit tables and hospital 
fees is but one element in the general uncertainty and lack of clarity that has 
characterised the application of the hospital benefits scheme in the minds of 
individual contributors and patients. There are others that need to be revised if 
the scheme is to be put on a proper basis. 


4.8 Under the present arrangements, questions which affect a contributor to a 
public ward table in New South Wales or Victoria include: 


Will he be charged public ward fees if he needs hospital treatment or will he 
be classified by the hospital as an intermediate patient and charged inter- 
mediate rates? 

(There are means tests for eligibility for public ward accommodation in New 
South Wales and Victoria about which most people would know little or 
nothing at the time they enrolled in a hospital insurance fund. It is of course 
at the point of enrolment that a contributor needs to know what his hospital 
accommodation and treatment fee obligations will be if he is to secure adequate 
insurance coverage.) 

Will the accommodation and treatment fees for which he is insured include 
the cost of ‘ancillary’ items such as theatre fees, drugs and dressings, medical 
and paramedical services provided by the hospital and the provision of 
prosthetic and other appliances, such as wheel-chairs? 

(The present situation is that these items which often amount to a significant 
sum would be charged separately to him and his hospital insurance would 
not cover them. ) 

Will he be given a proper opportunity to adjust his insurance if fees are 
increased? 

(The present situation is that hospital fees may be increased without prior 
notice in which event there is, until insurance tables are adjusted, a gap of 
weeks or months during which a person is not adequately covered. ) 


4.9 The only means by which contributors can be given the certainty which they 
are entitled to expect from a proper hospital insurance scheme under our federal 
system is by co-ordinated action on the part of the State Governments and the 
Commonwealth to ensure that every member of the community can readily 
ascertain his potential hospital fee obligations at the point of insurance and that 
the hospital insurance which is available provides effective coverage against those 
obligations. 


4.10 At present there are no arrangements for such action. It seems to the 
Committee that, if the scheme is to work effectively, both Commonwealth and 
State Governments must accept obligations regarding this matter. There is an 
obligation on the States to follow policies which will bring more stabilisation 
and certainty into the fee-charging arrangements. For its part the Commonwealth 
should ensure that hospital benefits available are at all times properly related to 
hospital charges. 
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4.11 In our view the proper and responsible course of action for the Common- 
wealth and State Governments to follow is to enter into agreements which will 
ensure that contributors’ interests are properly protected by co-ordinated policies 
in regard to all aspects of fee charging and benefit entitlements. 


4.12 The Committee recognises that real difficulties will have to be overcome if 
effective agreements are to be reached regarding these matters, touching as they 
do very complex and contentious issues of Commonwealth-State financial relation- 
ships. The Committee believes, however, that the difficulties should not be insuper- 
able and puts forward the following general proposals for such agreements. 


Standard Hospital Fees 


4.13 It has long been the custom of State Governments to meet at least 50 per 
cent of the costs of public hospitals from their State budgets so that in the 
aggregate patients’ fees have met somewhat less than 50 per cent of the cost of 
maintaining hospital beds. The following figures showing State Government 
assistance as percentages of public hospitals’ total income were made available to 
the Committee: 


Year N.S.W. Vic. Old “SUA: W.A. Tas. Aust. 
1963-64 .. 50.3 50.9 71.8 56.6 61.0 63.8 ms ay) 
1964-65 .. 50.8 49.0 ih bg) 57.8 60.4 64.1 55.0 
1965-66 .. 53.4 50.1 72.6 58.9 59.4 62.3 56.5 
1966-67 .. 48.9 48.5 "Ose a 56.8 61.2 54.1 


4.14 Any substantial change in the proportions of hospital costs met from State 
subsidies and Commonwealth benefits would involve a change in overall 
Commonwealth-State financial relationships. In accordance with this Committee’s 
terms of reference the proposals we are making are directed to providing more 
satisfactory protection for patients, without substantially varying the proportions of 
hospital costs met by the Commonwealth and the States respectively. In framing 
our recommendations we have sought to keep within the pattern that State 
Government assistance will meet at least 50 per cent of public hospital costs. In 
January 1969 it was estimated that State Government assistance would represent 
50 per cent of public hospitals’ total costs throughout Australia in 1968-69 as 
compared with 54.1 per cent to 56.5 per cent in the period 1964-67 as shown in 
the table above. 


4.15 We recommend that in future the expression standard ward accommoda- 
tion be adopted in lieu of the terms public and general wards now variously 
used throughout Australia. We further recommend that the States be asked to 
undertake that: 

(i) standard ward accommodation will be available to every member of the 
community regardless of means. The provision of standard ward accom- 
modation is financed partly by taxpayers’ funds and partly by substantial 
fees paid by patients. It seems to be inappropriate that such accommo- 
dation should be restricted to persons of limited means. As stated earlier 
the use of a means test for eligibility for different wards leaves contri- 
butors in a state of uncertainty unless they have been informed of the 
means test provisions at the time of enrolment and have been warned 
of the need to adjust their contributions if their own means improve or 
if the means test itself is varied. There are obvious practical difficulties 
in doing this; 

(ii) intermediate and private ward accommodation will be available at the 
choice of patients, 
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(iii) fees for all wards will be stabilised for periods of three years, 


(iv) fees for standard ward treatment will not exceed 50 per cent of the 
average cost throughout Australia of maintaining hospital beds during 
the relevant period, 

(v) three months’ advance notice of fee alterations will be given so that 
contributors will have an opportunity to adjust their insurance coverage, 

(vi) accommodation and treatment fees will include cost of ancillary items 
such as theatre fees, drugs and dressings, medical and paramedical services 
provided by the hospital, and the provision of standard prosthetic 
and other appliances, such as wheel-chairs. 


Commonwealth Benefits 


4.16 Under its agreement with the States we recommend that the Commonwealth 
undertake— 


(i) to supervise and financially support a hospital insurance scheme which 
will enable contributors to maintain insurance in standard ward tables 
without financial hardship, 


(ii) that payments made to hospitals on behalf of pensioners will be placed 
on an agreed footing having regard to the amounts received from standard 
ward patients, 

(iii) that the benefits provided under hospital insurance tables and the levels 
of Commonwealth financial support for hospital insurance will be reviewed 
at regular intervals. These reviews should be synchronised with the 


reviews of hospital fees referred to above and take place at three yearly 
intervals. 


4.17 The foregoing represent the matters of principle on which we think the 
Commonwealth and the States should agree. Within these general headings there 
are many matters which would require negotiation between representatives of the 
governments to make these arrangements satisfactory in detail as well as in 
principle. We will now discuss some of the more important of these matters. 


Payments for Pensioners 


4.18 At present the Commonwealth pays benefits at the rate of $5 a day to 
public hospitals in respect of pensioners classified as public ward patients subject 
to the hospitals agreeing to provide treatment free of charge for all pensioners so 
classified. In practice this means that pensioners are treated free of charge in 
public hospitals unless, for special reasons, they are classified as intermediate or 
private patients. It was put to the Committee by representatives of State govern- 
ments that this arrangement operates unfairly against the States on the ground 
that the Commonwealth contribution represents only about one-quarter of the 
average cost to the hospital of maintaining the pensioners who, it was claimed, 
were ‘a Commonwealth responsibility’. 


4.19 This matter is one solely between the Governments. Any increases in the 
amount of the benefit would have the effect of improving the finances of State 
Governments (not necessarily for the improvement of hospitals) whilst pensioners 
would not be affected in any way. 


4.20 Pensioners would of course be affected if a State ceased to provide them 
with treatment free of charge and adopted a fee-charging policy. In view of this 
possibility and, because of the dissatisfaction expressed by the States regarding 
the existing arrangement, it is clearly desirable for the basis of Commonwealth 
payments to hospitals for pensioners to be put on an agreed footing. 
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4.21 Within the general pattern of the arrangements recommended for the future, 
the Committee considers that it would be reasonable for the Commonwealth pay- 
ments to the hospitals on account of pensioners to be related to the average 
amounts received by hospitals from other standard ward patients. For the year 
ended 30 June 1967 (the last year for which complete figures were available to 
the Committee) the average amount received by public hospitals throughout 
Australia from public ward patients other than pensioners approximated $5 a day 
which equalled the pensioner hospital benefit payable from 1 January 1967 when 
it was last adjusted. 


4.22 The amounts received by hospitals from standard ward patients should 
increase considerably as the hospitals gain the benefit of the improvements made 
to the health insurance scheme from 1 January 1969 by the Commonwealth’s 
undertaking to finance the payment of full insurance benefits for claims previously 
reduced on account of pre-existing ailments, chronic illness and maximum benefit 
rules. The implementation of the proposals in this report should result in con- 
siderably higher hospital benefits and corresponding improvements in collection of 
hospital fees. 


4.23 At the same time it appears certain that the cost of maintaining hospitals 
will continue to increase and the maintenance of beds occupied by pensioners 
will form a substantial part of that cost. We recommend that the Commonwealth 
payments to hospitals on account of pensioners be made at a rate equal to the 
average amount received by hospitals throughout Australia from standard ward 
patients other than pensioners. We also recommend that these payments be subject 
to the limitation that they do not result in a State’s contribution to public hospital 
costs being less than 50 per cent of the total cost in any financial year. They 
should also be subject to the condition now applied that pensioners are not 
charged fees for standard ward accommodation and treatment. 


Outpatients 


4.24 The ‘State subsidies’ figure shown in para. 4.13 above includes the cost 
of maintaining the outpatient departments of public hospitals. Outpatients’ ser- 
vices usually include general and casualty services and special services such as 
radiology and pathology. These services are available to pensioners and in otal 
cases to the general public. 


4.25 In States other than Queensland and Tasmania fees are charged by hos- 
pitals for casualty and diagnostic services, except those provided for persons who 
qualify under means tests. Commonwealth medical benefits are payable for 
radiological and pathological services for outpatients but not for general or casualty 
outpatient services. 


4.26 In principle, we believe that the Commonwealth and State Governments 
should work towards the development of similar arrangements regarding outpatient 
services as those which we are recommending regarding inpatient services, that 
is, that charges for outpatient services should be made to persons other than 
pensioners, stabilised for reasonably lengthy periods (e.g., three years) and 
recoverable in part by insured persons from the health insurance organisations. 


4.27 Furthermore we believe, as a matter of principle, that the Commonwealth 
should accept financial responsibility in respect of outpatient services provided 


for pensioners in much the same way as it accepts responsibility for inpatient 
services. 
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4.28 But we do not think that changes of this kind ought to be made until a 
great deal more information is available regarding what is involved. Generally 
speaking it is not practicable to ascertain from the published accounts of State 
Hospital authorities what are the separate costs involved in maintaining out- 
patient departments. The information available regarding numbers and types 
of services and types of patients is also incomplete. We recommend that the 
National Health Insurance Commission in association with the State Health 
Insurance Commissioners should undertake a detailed study of all the implications, 
financial and otherwise, of integrating the outpatient services of hospitals into the 
health insurance scheme with a view to recommendations to the Governments as 
to how the integration can be achieved and of the timing of the several steps 
involved, 

4.29 There is one aspect of much importance in regard to outpatient services 
to which we shall make brief reference here and shall discuss more fully below 
and that is the question of remuneration for doctors who serve in the outpatient 
departments of hospitals. Our view is that doctors who serve on a sessional basis 
should be remunerated by the hospitals on a sessional basis for their services. Here 
again we are stating a principle; when it would best be implemented depends on 
a number of considerations which would require careful examination by the 
authorities concerned in association with the medical profession. If in due course 
these payments are commenced they will, of course, increase the cost of main- 
taining the outpatient departments of hospitals. This is one factor which will have 
to be assessed in the overall consideration of the effects of integrating outpatient 
services into the health insurance scheme. 

4.30 Other hospital benefit questions requiring consideration by the Common- 
wealth relate to benefits for patients who are not insured, Commonwealth benefits 
for insured patients and over-insurance. 


Patients Who Are Not Insured 


4.31 At the present time a benefit of 80 cents a day is paid by the Common- 
wealth to hospitals on account of patients who are not pensioners and are not 
insured with a hospital insurance organisation. Payment of this benefit is not really 
part of the health insurance scheme. It is a relic of the system which was followed 
in the late 1940’s. Eligibility for payment has been continued, but the rate has 
not been varied since 1948. At the present time payment at the rate of 80 cents 
a day is clearly of little significance to the patients who are eligible for it, bearing 
in mind that their hospital fees, even at the standard ward level, are in the 
vicinity of $10 a day in most States. 

4.32 In the overall consideration of the question of benefits for uninsured 
patients we think there are two distinct groups in respect of whom special con- 
sideration is warranted. The first comprises public ward patients in Queensland. 
The Queensland Government has long pursued a policy of free treatment in public 
wards for everyone regardless of the patient’s financial state. So long as this 
policy is pursued there is no real reason for Queensland people who are satisfied 
with public ward treatment to take out hospital insurance. In view of the Queens- 
land Government’s policy there is no basis for an agreement between it and 
the Commonwealth Government on the lines we have recommended earlier. The 
Queensland Government’s policy gives full effect to the Commonwealth objective 
of affording the community adequate financial protection against the cost of hos- 
pital treatment. While the policy continues it is our view that the Commonwealth 
should pay its full benefit (at present $2 a day) to Queensland hospitals in respect 
of all public ward patients. 
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4.33 Submissions were made to the Committee by a number of persons who 
object to being members of health insurance organisations on grounds of religious 
conviction. The Committee was impressed with their sincerity and believes that 
there is a case for a special arrangement under which such persons would be 
paid amounts equal to Commonwealth hospital benefits for insured persons (at 
present $2 a day) and Commonwealth medical benefits, on satisfying the National 
Health Insurance Commission that their reason for not being a member of a 
health insurance fund was based on conscience. The Commission would, of course, 
have to satisfy itself that persons who made such an application did so in good 
faith. We recommend that an arrangement on these lines be introduced. As far as 
we could ascertain the cost would be relatively small. 


4.34 Apart from these special cases the Committee believes that payment of 
Commonwealth benefits for persons who can afford to insure, but do not, is 
inconsistent with the general objective of the hospital insurance scheme, which is 
to assist persons to secure by insurance adequate financial protection against the 
cost of hospital treatment. We make therefore the following recommendations: 

(i) that the Commonwealth agree to pay the full Commonwealth hospital 
benefit (at present $2 a day) to hospitals in respect of all public ward 
patients in Queensland as long as Queensland’s present policy of free 
public ward treatment without a means test is continued, 

(ii) that special arrangements be made under which persons who object to 
being members of health insurance funds on grounds of religious convic- . 
tion be paid amounts equal to Commonwealth hospital benefits (at present 
$2 a day) and Commonwealth medical benefits, 


(iii) that the Commonwealth benefit of 80 cents a day for uninsured persons 
be terminated. 


Commonwealth Benefits—Insured Patients 


4.35 Should our recommendations for co-ordination of hospital fees and hospital 
benefit tables be adopted and made the subject of three year stabilisation policies, 
it will be necessary for the Commonwealth to determine at the time of each 
three yearly review what financial support it will provide for hospital insurance in 
respect of the succeeding three year period. Having regard to the recommendations 
we are making in this report we do not think there is a need for any immediate 
alteration in the rate of benefit now being paid by the Commonwealth. However, 


the cost of maintaining hipepital beds is increasing steadily as shown by the 
following table: 


Public Hospitals—Australia—Cost per Occupied Bed-day 








Year ended Cost per occupied Increase 
30 June bed-day 1963-64 — 100 
$ 
1964 1% se y, 15.24 100 
1965 i a! 0: 16.16 106.2 
1966 ou fs, G, 17.30 ie bs Ay 
1967 ite at a 19.21 126.3 





4.36 The main reasons for these increasing costs have been higher remuneration 
and improved employment conditions for hospital staff, principally nursing staff, 
and rapid development of more costly medical procedures resulting from 
scientific progress. 
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4.37 Experience in other developed countries, particularly in North America, 
points to the virtual certainty that this trend will continue and perhaps be accele- 
rated in the years ahead. 


4.38 In the immediate future it seems very likely that the cost of maintaining 
public hospitals will increase at the rate of about 10 per cent per annum. These 
rising costs will have to be financed by increased payments from the public either 
as taxpayers or contributors to insurance funds. The Commonwealth will have to 
determine, at the time of each review, how the increasing costs can most appro- 
priately be met. 


Over-Insurance 


4.39 For a number of reasons, including the many uncertainties associated with 
hospital insurance, it has been the practice for some persons who can afford to do 
so, to ‘over-insure’, i.e., to enrol in an insurance table providing benefits at a higher 
rate than the hospital fees they expect to incur in the event of illness. It has also 
been the practice in the majority of States for these persons to be paid the full 
amount of their insurance coverage when it exceeds the hospital account. 
Payments made in excess of hospital accounts are sometimes quite substantial. An 
estimate made for the Committee indicated that the total amount involved for 
Australia could be as high as $9m per annum. 


4.40 We believe that payments in excess of hospital accounts are contrary to the 
principles which should govern a scheme of this kind. Although the persons have 
been regarded as ‘insured’ or ‘covered’ for the ‘full amount of their insurance’, 
their premiums do not in fact fully cover the excess payments. Their premiums 
are subsidised in various ways by the Commonwealth Government through the 
hospital benefits scheme. We think that health funds can be put to better use than 
assisting to pay persons benefits in excess of the cost of their hospital treatment. 
In addition, it is possible that ‘profit? on the occupancy of a hospital bed may 
encourage over-use. We are unable to say whether or not over-use has occurred 
to a significant extent because of this factor, but we nevertheless believe that any 
encouragement to it should be removed. 


4.41 If the recommendations we are making for the rationalisation of the benefit 
tables are implemented there will be no need for persons to enrol in high tables to 
guard against the uncertainties which now exist and our recommendations are 
designed to remove. For these reasons we recommend that in future it be a 
condition of hospital insurance that benefits will not be paid in excess of 
hospital accounts. It is intended that this recommendation be applied with equal 
force to persons who ‘over-insure’ by enrolling with more than one registered 
organisation. 


4.42 Reference was made earlier to the special conditions existing in Queensland 
arising from the State Government’s policy of providing free public ward accom- 
modation for all without a means test. In this situation hospital benefits organisa- 
tions offer a form of ‘insurance’ against hospital treatment, the benefit to the patient 
being an amount equal to 50 per cent of the benefit normally paid to insured 
persons in other States. Presumably this benefit is applied by patients towards 
other expenses associated with hospitalisation. 


4.43 We recommend that hospital benefit organisations in Queensland be 
permitted to continue to offer this form of ‘insurance’ if they so desire, but that 
tables providing for benefits in excess of hospital charges be conducted outside the 
scope of the National Health Act. 
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MEDICAL INSURANCE SCHEME 


4.44 As with hospital benefits, the value of a medical benefits scheme in 
affording adequate financial protection against the cost of illness can only be 
properly examined by relating the cost of services received to the insurance bene- 
fits payable. When the examination reveals a wide gap between the cost and the 
benefit it is obvious that a deficiency exists in the scheme. The failure of hospital 
benefits to match the cost of hospital accommodation and treatment is frequently 
due to under-insurance on the part of contributors but this is not the usual reason 
why medical benefits fall so far short of the cost of medical services. Inadequate 
cover for medical expenses, especially where they are heavy, is an in-built charac- 
teristic of the medical insurance scheme, regardless of the size of the contributions 
paid. This is because benefits under the scheme are expressed in fixed amounts 
whereas fees charged by doctors for similar services vary greatly. 


4.45 The Committee was provided with many instances where contributors who 
were insured in the highest medical tables had received accounts for medical 
services running into several hundreds of dollars and whose benefit entitlements 
were as low as 25 per cent of the doctors’ accounts. It was evident that serious 
financial hardship was involved in many of these cases. They reflected in an 
extreme way what is the fundamental deficiency in the medical benefits scheme, 
namely, the absence of a proper relationship between doctors’ fees and medical 
benefits available. The Committee has no doubt that the future success of the 
scheme will depend very largely on the efforts which are made to eliminate 
this deficiency. It has no hesitation in stating that no health insurance scheme, 
voluntary or compulsory, can be effective if such a deficiency is allowed to continue. 


4.46 The Committee spent a good deal of time in examining the extent of the 
gap between doctors’ fees and benefits available and the reasons why the gap exists. 
The average size of the gap has been remarkably uniform during the whole history 
of the scheme. In Appendix E we reproduce Table 14 from the Report of the 
Director-General of Health for the year ended 30 June 1968. This table shows 
that the percentage of the total cost of medical services which had to be made up 
by contributors (over and above the insurance benefits paid) was 36.9 per cent 
in the first year the scheme operated. The highest percentage in any year was 
37.8 per cent in the year ended 30 June 1958. The lowest percentage in any year 
was 30.4 per cent in the year ended 30 June 1966. In all other years it was 
somewhere between those two figures. In the year ended 30 June 1968 it was 
32.6 per cent. 


4.47 The average size of the gap is thus clear. It is equally clear that practically 
no progress has been made towards reducing it. There have been increases from 
time to time in fund benefits and one substantial increase in the level of Common- 
wealth benefits. However, these increases have not appreciably reduced the size 
of the average gap because doctors’ fees have also increased. 


4.48 Because benefits are expressed in fixed amounts whereas doctors’ fees 
extend over a wide range, the gap between benefits and fees varies widely from 
case to case. The Committee was shown the results of surveys of claims for 
medical benefits. One survey disclosed that for appendicectomies, the range of 
fees in April 1967 extended from $35 to $180. The most common fee was $60. 
The benefits for a contributor in the highest table totalled $45. Thus if he was 
charged the most common fee he would have been covered to the extent of 75 
per cent of the doctor’s account. If he was charged the highest fee he would 
have been covered only to the extent of 25 per cent of the doctor’s account. This 


illustrates the general pattern of the operation of the scheme in relation to surgical 
procedures. 
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4.49 There may, of course, be good reasons why there should be some variation 
in doctors’ charges in particular cases. There are certainly good reasons why 
Commonwealth and fund benefits under the scheme are expressed in fixed 
amounts, for if they were payable on the basis of some fixed proportion of what- 


ever a doctor liked to charge, it is obvious that the cost of the scheme could not be 
contained. 


4.50 In relation to the hospital insurance scheme the Committee’s view is that 
disparities and uncertainties regarding fee charging and benefit entitlements should 
be eliminated as far as practicable by agreements between the Commonwealth 
and State Governments. As far as medical insurance is concerned the Committee 
believes that the Commonwealth should seek the agreement of the medical pro- 
fession to a number of procedures designed to bring about a close relationship 
between medical fees ordinarily charged and benefit entitlements. 


4.51 We recommend that as an initial step there be established what are in 
fact the most common fees currently being charged in each State for all the 
medical services and procedures provided by medical practitioners. Wherever 
appropriate, fees charged by specialists in the practice of their specialty should 
be ascertained separately from the fees charged by general practitioners. This is a 
factual matter on which it ought to be practicable for the National Health 
Insurance Commission and the Australian Medical Association to agree. 


4.52 As a further step we suggest that the Commission negotiate with the medical 
benefits organisations in each State for the introduction of a single insurance table 
which will provide benefits equal to the amounts of the established common fees 
less a specified amount (to be referred to below) to be paid by patients towards 
the cost of each service. 


4.53 For services where specialists’ fees are higher than general practitioners’ 
fees the insurance tables should provide for benefits related to the established com- 
mon fees charged by specialists. Payment of benefits at the specialist rate should 
be conditional on the patient being referred to the specialist by a medical 
practitioner. 


4.54 Before these tables come into operation two policy matters should be deter- 
mined by the Commonwealth. The first is the patient’s contribution at the time 
of service. Up to now this has been a minimum of 10 per cent of the doctor’s 
fee. In our view this is not the most suitable formula. The objective of requiring 
a patient contribution is to discourage frivolous or unnecessary demands for 
doctors’ services. The only area in which this objective can have any real validity 
is in the field of consultations and minor procedures. It cannot be seriously sug- 
gested that a payment of 10 per cent of the doctor’s account is necessary to dis- 
courage patients’ demands for major surgery. But in the field of major surgery a 
requirement to pay even 10 per cent of the doctor’s account can be a cause of 
financial hardship at a time of need. 


4.55 In our view it would be preferable if the patient’s contribution was specified 
as a fixed amount for each medical service. We recommend an amount of $1. 
Calculations made for the Committee indicate that, on the basis of 1967-68 
figures, a patient contribution of $1 per service (in lieu of the contributions 
actually made in that year) would have reduced patients’ contributions from 
32.6 per cent to 22.5 per cent of the total cost of services (assuming the total cost 
was unchanged). More importantly this basis of patient contribution should cause 
a great deal less hardship than the method which has been followed. 
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4.56 The second policy matter requiring Commonwealth consideration is the 
extent of Commonwealth financial support for medical insurance tables. Table 
14 of the Director-General of Health’s Report for the year ended 30 June 1968 
(reproduced as Appendix E) shows that in the first year of the scheme Common- 
wealth and fund benefits were almost equal; in most subsequent years Common- 
wealth benefits have been 2 per cent to 6 per cent lower than the fund benefit. 


4.57 On the basis of 1967-68 figures for the total cost of medical services for 
insured persons, and a patient contribution of $1 per service, about 78 per cent of 
the total costs of medical services would have to be met by Commonwealth and 
fund benefits. If this 78 per cent of the total cost were shared equally it would 
involve an increase in the percentage of cost met by Commonwealth benefits from 
32 per cent to 39 per cent and an increase in the percentage met by fund benefits 
from 35.4 per cent to 39 per cent, the latter possibly requiring an increase in medi- 
cal benefits contributions of about 10 per cent. 


4.58 The implementation of measures on the lines suggested would provide 
medical fund contributors with substantial coverage against established common 
fees. But of course the effectiveness of the measures in affording protection against 
the cost of medical treatment will be reduced to the extent that doctors make 
charges in excess of established common fees. 


4.59 It is necessary in a voluntary insurance scheme that a doctor and his patient 
be free to agree that the doctor may charge more or less than the established 
common fee. We nevertheless believe that the scheme will operate more effectively 
for the protection of patients if the system provides, as a routine, for patients to 
be properly informed, in advance, of the extent to which their medical insurance 
benefits will cover the cost of medical treatment recommended to them by their 
doctors. At the present time fees charged by any registered medical practitioner 
are automatically accepted as eligible for medical benefits under the scheme. For 
the future we recommend that eligibility for benefits be limited to fees charged 
by doctors who agree to participate in the scheme. As a condition of participation 
doctors should agree to follow a practice of informing their insured patients at 
the time of a first consultation of the amount of their own fees for any further 
medical treatment recommended and the amount of the established common fees; 
medical fees charged to patients by a doctor who agrees to follow this practice 
would be eligible for medical benefits under the scheme. Medical charges by a 
doctor who elects not to participate in the scheme would not be eligible for 
medical benefits, but the doctor would, of course, be free to practise independently 
of the scheme. 


4.60 In view of the medical profession’s policy to encourage patients to discuss 
the question of fees with their doctors before treatment is undertaken, there does 
not appear to be any reason why doctors generally should find any difficulty in 
letting their patients know in advance what their fees will be. 


4.61 In our view it is essential that the procedure suggested be implemented so 
that patients will know before they undertake treatment the extent to which their 
insurance covers them. There will, of course, be individual instances, such as 
accidents and other emergencies, where it is impracticable for a doctor to follow 
the course suggested. But individual difficulties should not preclude this course 
being followed in the general run of cases. 


4.62 In addition to being entitled to be properly informed by their doctors, 
contributors should, we believe, be supplied with full information by their own 


28 


insurance organisations and by the National Health Insurance Commission regard- 
ing established common fees and medical benefit entitlements for particular 
medical services and procedures. 


4.63 None of these suggestions is intended to imply that there should be any 
interference in doctor-patient relationships regarding fees or other matters. The 
objective is to ensure, as far as practicable, that contributors to the scheme are fully 
informed regarding their fee liabilities and benefit entitlements, so that they know 
exactly where they stand and the misunderstandings, disputes and difficulties of 
the kind being experienced at present are eliminated or substantially reduced. 


4.64 For many years ‘fee schedules’ have been provided by the medical pro- 
fession in Canada and have been adhered to by almost all doctors in their charges 
to patients. Two important results have followed: first, the element of certainty as 
to the costs to be met by insurance, so vital to any system of health insurance, has 
been provided; and secondly, according to members of the profession, the incomes 
of doctors have continued to increase. We know of no valid reason why the medical 
profession here should refuse to follow the example of their opposite numbers in 
Canada, with the same beneficial results. 


Fee Reviews 


4.65 We understand that one of the difficulties the medical profession has 
found in accepting the principle of a ‘fee schedule’ relates to the question of 
review of the schedule in a period of rising costs and incomes. We agree that this 
is an important issue and that it would be unreasonable to expect the medical 
profession to operate indefinitely on the basis of static common fees if costs and 
other incomes were increasing. 


4.66 If the scheme as a whole can be operated satisfactorily we see no reason 
why an arrangement cannot be made under which doctors’ fees can be equitably 
adjusted at appropriate times giving proper weight to relevant economic indicators. 


4.67 Another difficulty which may be influencing doctors against acceptance of 
the principle of a ‘fee schedule’ is that some of them provide many services 
without remuneration or for only partial remuneration. Such services include: 


(i) honorary services to insured patients in public wards of public hospitals 
—provided without charge, 

(ii) honorary services to pensioners in public wards of public hospitals— 
provided without charge, 

(iii) general practitioners’ services to pensioners in patients’ homes or doctors’ 
surgeries—provided at concessional rates paid by the Commonwealth, 

(iv) specialists’ services to pensioners in patients’ homes or doctors’ surgeries 
—provided without charge or for fees (often concessional) met by 
pensioners themselves, 

(v) honorary specialists’ services to pensioners at outpatient departments of 
public hospitals—provided without charge. 


4.68 The total volume of services provided without charge or at concessional 
rates is substantial and is one of the factors responsible for the continued wide gap 
between doctors’ charges to insured patients and benefit entitlements. The medical 
profession is pursuing the ‘Robin Hood’ principle which applied before govern- 
ments became involved. Its application is much less justified now and we 
consider that future policy should be directed to its gradual elimination by the 
payment to the profession of fair and reasonable remuneration for these services. 


4.69 We emphasise that it is in relation to ‘future policy’ that we express this 
view. Honorary services in public hospitals are given under arrangements existing 
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between the State hospital authorities and the medical profession. Any alteration 
to these arrangements could only be made by agreement between the hospital 
authorities and the doctors. In any case it would clearly be wrong for payment 
to commence immediately for all these services as doctors have taken them into 
account in setting their current fees. But in relation to the question of fee adjust- 
ments, it seems to the Committee that the whole honorary and concessional fee 
structure should be examined as part of each review. For example, if the 
authorities were to agree that doctors should have the right to charge fees to 
insured patients in public wards of public hospitals, this right might be equal to or 
of greater value to the profession than a general 5 per cent increase in fees. Like- 
wise, a 10 per cent increase in pensioner medical service consulting fees might 
be of similar value to a 2 per cent increase in general practitioner consulting 
fees to insured patients. The honorary and concessional elements in these services 
are at present distorting the fee structure and future policy should, as we have 
said, be directed towards their gradual elimination. 


4.70 Before measures to this end could be considered it would be necessary to 
collect and assess a great deal of factual material not at present readily available. 
It would also be necessary for the Commonwealth and State Governments to 
enter into detailed negotiations with the medical profession regarding all the 
implications of any new policies. We consider that the National Health Insurance 
Commission should undertake the assembly of the necessary factual material. 
When the relevant information is available the Commonwealth and State Govern- 
ments should be able to determine the extent to which they are prepared to 
eliminate, at any particular time, the honorary and concessional elements in 
medical services provided. To the extent that this can be done the need for 
upward adjustments in the established common fees for services to the public 
will be reduced. . 


4.71 It is clearly desirable that common fees once established should be stabilised 
for reasonably lengthy periods—we suggest three years. Frequent adjustments 
to contributions jar the system and make it very difficult for insurance organisa- 
tions to operate effectively. ¥ 


4.72 Apart from adjustments to the honorary and concessional arrangements, 
it will be necessary as previously indicated, for the established common fees to 
be adjusted periodically to meet rising costs and incomes. We suggest that the 
Australian Medical Association when it considers that such an adjustment is 
necessary should provide the National Health Insurance Commission with full 
details of the basis of adjustment proposed, including particulars of the economic 
indicators used in calculating the adjustment and the manner in which they 
have been used. Provided the adjustment proposed is in conformity with the 
general movement of the economy and takes account of other developments 
affecting the income of doctors, the National Health Insurance Commission should 
negotiate a revised medical insurance table with the medical benefits funds. Before 
new fees become operative sufficient time should be given to the registered 
organisations to introduce tables of insurance to cover the increases, otherwise 
contributors would be under-insured for a period. 


Medical Benefits Tables 


4.73 As with hospital benefits there is at present a large number of medical 
benefits tables. Our view is that all these tables should be replaced by the single 
table we have recommended covering the established common fees less an amount 
of $1 per service. The elimination of all these tables is a necessary step towards 
simplicity, certainty and effective coverage under the scheme. 
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Extent of Use of Medical Benefits Scheme 


4.74 As an indication of the steep increase in the total cost of medical services in 
Australia over the last decade, the following figures are of interest: 


Total cost of medical services to insured persons in Australia for year ended 30 
June 1958: $49.6 million. 

Total cost of medical services to insured persons in Australia for year ended 
30 June 1968: $142.0 million. 


4.75 This large increase reflects an increase in the number of insured persons, 
increases in the levels of doctors’ fees and increases in utilisation of doctors’ services 
by insured persons. 


4.76 The number of insured persons increased over the decade in question from 
6,148,000 to 8,817,000 (an increase of 43.4 per cent); the average cost per medical 
service increased over the same period from $3.24 to $4.67, an increase of 44.1 
per cent. The average annual number of medical services received by each person 
covered by the medical benefits insurance scheme increased from 2.6 to 3.7, an 
increase of 42.3 per cent. 


4.77 If these rates of increase continue, the cost of medical services will become 
extremely high in the years ahead. North American experience suggests that con- 
tinued increases in medical costs must be expected. 


4.78 It is therefore of considerable importance that abuse and over-utilisation of 
the scheme be prevented as much as possible. The Australian system under which 
there is patient participation, both in the form of weekly contributions and pay- 
ments at the time of each service, is designed to keep before patients the fact that 
medical services are costly and to discourage unnecessary demands for service. 


4.79 Over-servicing initiated by doctors can also be a costly part of the scheme 
unless proper measures are taken to prevent its development. The National Health 
Act already provides for the establishment of Medical and Hospital Benefits Com- 
mittees of Inquiry to inquire into claims for payment of medical and hospital 
benefits. We recommend that the National Health Insurance Commission be em- 
powered to review claims for benefits under the scheme with a view to determining 
whether the methods of practice of any individual doctors appear to be giving rise 
to excessive claims under the scheme; that any such cases that are found be sub- 
ject to examination by a Committee of Inquiry set up under the existing powers 
in the Act; and that if abuse of the scheme is found to occur the question of 
appropriate disciplinary action be considered, e.g., suspension or termination of 
a doctor’s participation in the scheme. 
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CHAPTER 5 


Contributions 
TERM OF REFERENCE A3 


The rates of contributions payable by contributors to registered organisations, 
having regard to the financial needs of the organisations and the effect of these 
contribution rates on the willingness of individuals to insure. 


5.1 The family contribution required to secure coverage against public ward 
hospital fees in most States is about 70 cents per week. In New South Wales 
and Victoria many families on relatively low incomes are excluded from public 
ward treatment by operation of the means tests and can only secure proper 
coverage by insuring for intermediate ward treatment at a cost of about 90 cents 
per week. 


5.2 The family contribution necessary to secure the best coverage available 
against expenses for medical treatment (and that coverage, as has already been 
shown, may be very inadequate) is generally 60 cents per week. 


5.3. Many families are paying contributions less than these amounts but they 
are not securing effective coverage against the expenses they will incur if medical 
or hospital treatment becomes necessary. 


5.4 The rates of contributions have been set in such a way as to meet the benefit 
payments and management expenses of the medical and hospital organisations 
and to give a small surplus. The following table shows the total contributions 
received by all medical and hospital benefit organisations and the combined 
surpluses resulting in the years indicated. 


Hospital Benefits Organisations 


pl seicbataie Surplus on Contributions 

$ $ %o 

1963-64 49,180,554 3,109,902 6.3 

1964-65 57,975,978 3,216,728 50 

1965-66 65,887,356 1,676,458 2S 

1966-67 79,168,316 3,103,767 3.9 

Medical Benefits Organisations 
$ $ % 

1963-64 41,207,412 —1,537,476 —3.7 
(Deficit) (Deficit) 

1964-65 46,047,604 —117,702 —0.3 
(Deficit) (Deficit) 

1965-66 58,450,989 4,643,420 7.9 

1966-67 63,337,926 6,011,939 9.5 


(Special accounts have been omitted as deficits are reimbursed by the 
Commonwealth. ) 


5.5 Since the inception of the scheme all proposals by registered organisations 
for variations of existing benefits and contributions have been subjected to a 
careful scrutiny by the Registration Committee established under the National 
Health Act, comprising a representative of the Commonwealth Actuary and two 
officers of the Commonwealth Department of Health. The need for organisations 
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to charge rates of contributions which will ensure that they will be able to meet 
their obligations to their contributors and remain solvent has been recognised 
and as a consequence it has been the almost invariable experience that the contri- 
butions charged have been sufficient to meet the financial needs of the organisa- 
tions. We will refer again to this matter when discussing the question of reserves 
later in this report. 


5.6 In the early days of the scheme the contributions were low and probably 
few contributors found them unduly burdensome. Now however, when contri- 
butions of something like $1.40 a week are required for families to secure 
coverage against medical and hospital treatment it is clear that there are many 
families on low incomes who cannot afford health insurance at all or for whom 
payment of the contributions represents severe hardship. Very often these families 
are large and the incidence of serious illness is high. 


5.7. We were informed that their problems were the same as those experienced 
by their antecedents and that unless their circumstances were changed materially 
the same problems would also be the lot of their descendants. In other words, 
low income families, as a social group, are self perpetuating and rarely do the 
children get a chance to raise themselves to a higher standard of living. On the 
contrary, sooner or later they become recipients of government and voluntary aid. 


5.8 It is clear that these families are in a financially worse position than some 
married couples who receive full general medical practitioner and hospital 
coverage under the Pensioner Medical Service without any contribution on their 
part. The Committee believes that there is an urgent need for assistance to be 
provided for these families to enable them to meet the cost of illness. 


5.9 The viability of a voluntary health insurance scheme depends on its being 
practicable for every person in the community to secure coverage under it. It 
therefore follows that assistance to insure must be provided for these low income 
families. In our view assistance to the full amount of contributions for standard 
hospital and medical coverage should be provided by the Commonwealth 
Government to the head of a family with two dependent children where the family 
income, exclusive of child endowment, for a defined period, does not exceed the 
minimum wage payable under Commonwealth Awards for the State in which they 
reside (with appropriate adjustment for assets). This amount should be reduced 
by $4 where there is only one child and by a further $4 where there are no 
children. Similarly where there are more than two dependent children in the 
family the amount should be increased by $4 for each additional child. 


5.10 There are many families whose incomes are slightly above this level for 
whom payment of full contributions represents severe hardship. In our view 
partial assistance should be provided in these cases. Where the family income 
exceeds this basic level by an amount not exceeding $2 a week, assistance equal 
to two-thirds of standard contributions should be provided. Where the family 
income exceeds this basic level by an amount exceeding $2 a week but not exceed- 
ing $4 a week, assistance equal to one-third of standard contributions should be 
provided. 

5.11 Since the reason for subsidising persons on low incomes is their inability 
to pay the premiums we do not think that any person on whose behalf the 
subsidy is paid should be required to pay the patient’s contribution of $1 for each 
medical service. 

5.12 In reaching these conclusions we have taken cognizance of the extent of 
the assets, income and special concessions pensioners may enjoy and yet still be 
entitled to receive free hospital and medical coverage under the Pensioner Medical 
Service. 
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5.13 Implementation of this recommendation will involve the establishment of 
a system under which a head of a family seeking this assistance will make appli- 
cation to the Department of Social Services. Persons applying for sickness or 
unemployment benefit should, as a routine, be given the opportunity to apply 
for this assistance at the same time. When the Department of Social Services is 
satisfied regarding a person’s eligibility it will have to issue an authorisation 
covering a specified period. On the basis of this authorisation the National Health 
Insurance Commission will pay contributions covering the eligible person’s mem- 
bership in a health insurance fund of his own choice. There may be problems 
of administration, particularly in cases of employees whose contributions are 
deducted from their pay by their employers, but it should be practicable to 
overcome them. 


5.14 The Committee attempted to estimate the number of families which would 
be eligible for the assistance recommended and the cost which would be involved. 
The information available is not sufficient to enable precise estimates to be 
made. Figures have been calculated for the annual incomes of families of varying 
sizes, but complete figures are not available of families’ incomes for periods of 
less than a year. Figures are also unavailable regarding assets of families at 
varying income levels. From the limited information which is available it is 
estimated that up to 250,000 families representing about 1,000,000 persons could 
be eligible for full or partial assistance with contributions on the basis recom- 
mended and that if every eligible family were to seek the assistance the annual 
cost could be up to $16m. In practice, for a variety of reasons it is unlikely that 
all eligible families would apply for this assistance. Consequently we regard the 
figures given as maximum estimates and we expect that they would be much lower 
at least in the early stages. 
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CHAPTER 6 


Benefit Limitations 
TERM OF REFERENCE A4 


The limitations imposed by the rules (including special account rules) of 
registered organisations in respect of benefit payments. 


6.1 The evidence presented to the Committee by individuals and representatives 
of welfare bodies indicated that some organisations have had a very restrictive 
outlook in their assessment of contributors’ claims. Whilst it is of course necessary 
for organisations to operate within their rules, the Committee considers that all 
registered organisations should pay proper regard to individual contributors’ 
interests and apply their rules within the spirit of a non-profit scheme established 
with the object of providing contributors with adequate protection against the cost 
of illness. 


6.2 Limitations have been made on benefit payments of organisations for a 
variety of reasons. Some, such as qualifying periods after enrolment, are necessary 
to preserve the insurance principle on which the scheme is based. Others have 
been made because the expenses to which they refer are covered by other forms 
of insurance, e.g., workers’ compensation. Others again were originally made 
because it was believed at the time that the scheme ‘should not’ or ‘could not 
afford to’ cover the particular expenses. Some of these now require review. We 
will deal with the various classes of limitation separately. 


Qualifying Periods 


6.3 The normal qualifying period after joining a registered organisation during 
which contributors are not eligible for benefits is two months. In our view this is 
a reasonable period and should be continued. Most organisations pay benefits in 
respect of expenses arising from accidents occurring during the two months’ 
qualifying period. This appears to be a reasonable practice. 


6.4 Fund benefits are generally not paid in respect of confinements during the 
first nine or ten months of membership. This appears to be a necessary extension 
of the normal qualifying rule and, provided organisations have a discretion in the 
matter, should be continued. 


6.5 We recommend, however, that the National Health Insurance Commission, 
after consultation with the organisations, determine a qualifying period for this 
benefit, e.g., nine months, and that the period so determined be adopted uniformly 
by all organisations. 


6.6 We recommend the introduction of a further qualifying rule to the effect that 
benefits may be disallowed in respect of expenses incurred during the first six 
months of membership if medical opinion is that symptoms of the illness in 
question were evident to the contributor at the time of enrolment. This rule would 
take the place of all current rules relating to pre-existing ailments. The rule should 
be uniform in all funds and apply to both hospital and medical benefit claims. 
Unless some rule of this kind exists the liberalised conditions of hospital benefit 
introduced by the Commonwealth from 1 January 1969 (which we believe should 
now be extended to medical benefits) might lead contributors to delay enrolling 
in funds until symptoms of illness appeared. If this became a general practice the 
financial stability of the organisations could be undermined. For this reason we 
believe that a rule of this kind is essential. 
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6.7 On the other hand, we believe that in the administration of the rule some 
regard should be paid to the kind of person the contributor is and other matters 
which may have a bearing on his failure to enrol earlier. We consider that it would 
be unreasonable to apply this rule to a migrant during the first year of his residence 
in Australia. It would also be unreasonable to apply the rule to a person who had 
joined a fund after the cessation of entitlement to a different form of medical 
coverage, e.g., a person who had been entitled to the Pensioner Medical Service 
as a widow and had lost that entitlement on remarriage. 


6.8 To ensure that proper consideration is given to all relevant circumstances 
we recommend that persons whose claims are disallowed under this rule should be 
informed at the time of disallowance that they may appeal to the National Health 
Insurance Commission and that the Commission be given authority to direct pay- 
ment of benefit if it considers it just to do so. 


Workers’ Compensation Cases 
Third Party Insurance Cases 


6.9 Generally speaking, claims which are recoverable under workers’ compensa- 
tion or third party insurance legislation are not eligible for benefits. The only 
change we recommend is that organisations be obliged to follow uniform practices 
in this matter. 


Special Types of Treatment 


6.10 Many funds have rules entitling them to disallow claims for benefit falling 
within one or more of the following categories: 

treatment in an infectious diseases hospital; 

treatment provided under Repatriation arrangements; 

treatment of tuberculosis after positive diagnosis; 

mental illness after the date of certification. 


6.11 These rules appear to be based on the premise that contributors are not to 
be charged for the treatment. 


6.12 So long as this situation applies we do not recommend any change except : 
that organisations be obliged to follow uniform practices in the application of 
these rules. 


Special Medical Conditions 


6.13 Many funds are entitled under their rules to disallow claims for benefit 
on the following grounds: 

alcoholism; 

venereal disease or immoral conduct; 

drug addiction; 

deliberately self-inflicted wounds. 


6.14 There do not appear to be sufficiently good reasons for a continuance of 
these rules which are of a somewhat arbitrary nature and can operate to restrict 
the comprehensive coverage a contributor should have. We recommend that 
registered organisations should not be permitted to refuse payment of benefit for 
claims on any of these grounds. 


Unmarried Mothers and Newly-born Children 


6.15 Some problems have arisen in regard to eligibility for benefits for confine- 
ments of unmarried mothers and for treatment of newly-born children. Organisa- 
tions’ practices vary in dealing with such cases. The normal practice is for an 
unmarried mother to be paid the benefits payable under the table for which she 
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is insured, provided she has been insured at least for the ‘maternity’ qualifying 
period—nine or ten months’ membership. It is not necessary for an unmarried 
mother to enrol at the ‘married’ rate to be eligible for this benefit. This practice 
is considered. to be reasonable and we recommend that all organisations be 
obliged to follow it. 


6.16 Newly-born children requiring hospital or medical treatment are ordinarily 
regarded as covered by their parents’ membership and not excluded from bene- 
fits by ‘chronic’ or ‘pre-existing’ rules. We regard this practice as the proper one 
and recommend that it be followed on a uniform basis by all organisations. 


Chronic Illness 
Pre-existing Ailments 
Benefits Exceeding Maximum Limits 


6.17 Special problems arise in regard to these cases and we deal with them under 
term of reference A6 below. 
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CHAPTER 7 


Membership Limitations 
TERM OF REFERENCE A5 
The limitations imposed on individuals by the rules of registered organisations 
on becoming a contributor to an organisation or transferring to a different table 
in the same organisation. 


7.1 The ‘open’ funds, which include most of the major ones, do not restrict 
membership to any particular persons or group of persons. The ‘closed’ funds have 
restricted membership. These include: 
(i) industrial funds which were established to cater specifically for employees; 
(ii) area funds which restrict their membership to persons living within a 
special geographic area. 
7.2 No policy problems arise from the practices of organisations in this regard 
and the Committee does not recommend any alterations. 


Transfer of Members between Organisations 


7.3. A number of organisations have rules providing that members transferring 
from other organisations will be given credit for their membership of the other 
organisations upon transfer, e.g., because of change of employment. This can be 
important in connection with qualifying periods or right to transfer to a higher 
table. We recommend that it be made obligatory for all registered organisations to 
allow full membership credits to all members transferring from other organisations. 
This is essential if membership of the scheme is to be completely portable within 
Australia. 


Transfer between Tables 


7.4 All open funds have rules that provide that contributors transferring to a 
higher benefit table shall be regarded as new members under such higher table but _ 
that they shall not be disqualified from the benefit to which they would be entitled 
under the previous table. An exception to this rule is made by most open hospital 
funds when an increase in public hospital fees occurs. The hospital funds usually 
waive these provisions to enable a contributor to transfer to a table which provides 
corresponding ward cover under the new charges (i.e., public, intermediate or 
private), provided the contributor transfers within a specified period, usually two 
months. 

7.5 Closed funds generally do not apply a waiting period before benefits are 
available at the higher scale when a member transfers between tables. 


7.6 Upon the commencement of the limitation of hospital benefit tables to 
standard, intermediate and private ward tables, the system will operate most 
effectively if contributors’ contracts provide for automatic adjustments to con- 
tributions whenever variations in rates of contribution become necessary. We 
recommend that hospital and medical benefit insurance enrolments be arranged 
on this basis in future. 


Student Dependants 


7.7 Most organisations accept student dependants as covered by their parents’ 
membership but the age limit varies to some extent. This is a matter on which the 
organisations should be obliged to adopt uniform conditions to be determined after 
proper examination by the National Health Insurance Commission. 
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CHAPTER 8 


Special Accounts 


TERM OF REFERENCE A6 
The policies pursued by registered organisations in the application of their 
rules relating to the transfer of contributors to special accounts. 


Hospital Insurance 


8.1 When the hospital insurance scheme was established the rules of practically 
all the organisations provided that benefits were not payable for chronic illness, 
for pre-existing ailments (i.e., ailments of which symptons existed at the time the 
contributor enrolled as a member) or for hospital treatment exceeding certain 
maximum limits in each year. These excluding rules were originally made because 
it was financially impracticable for the funds to pay benefits when these circum- 
stances applied. To do so would have involved setting contributions at a level which 
would have made hospital insurance unattractive to persons in normal health. 


8.2 These restrictions on eligibility for benefit represented a serious deficiency 
in the scheme and in 1958 the Commonwealth initiated an arrangement known 
as the ‘special account’ system which partly removed it. Under that 
arrangement, hospital benefit organisations were authorised to pay ‘standard 
rate’ benefits to contributors whose claims would otherwise be disallowed under 
the funds’ ordinary rules, on the grounds mentioned. The organisations were given 
authority to transfer contributors who made claims the subject of these rules to 
a ‘special account’. Contributors who were transferred to a special account had 
to be retained in that account for a period of at least two years. As long as they 
were retained in the special account payments of benefits made to them were 
debited to that account and their contributions were credited to it. Reasonable 
management expenses properly attributable to the special account were also debited 
to it. The net result was invariably a deficit which the Commonwealth reimbursed 
to the organisations annually. 


8.3. Although this special account arrangement represented an improvement in 
the scheme from the viewpoint of contributors, the ‘standard rate’ benefits paid 
frequently fell a good deal short of the hospital expenses that contributors incurred. 
The original standard rate for hospital benefits was $3.60 per day (inclusive of 
ordinary Commonwealth benefit of $2 per day) which coincided with the most 
common public ward charge at that time. From 1 January 1967, the benefit was 
increased from $3.60 to $5. As, however, public ward fees in most States had 
then become $8 to $10 a day, with intermediate and private fees considerably 
higher, the standard rate benefits provided much less than an adequate coverage. 


8.4 This was the situation at the commencement of this enquiry and many sub- 
missions were made to the Committee drawing attention to the widespread hard- 
ship brought about by this deficiency and urging that it be removed. Since the 
enquiry began the Commonwealth has passed legislation in association with the 
1968-69 Budget, which became operative from 1 January 1969, under which 
contributors will be guaranteed payment of hospital benefits for the full rates for 
which they are insured (up to the amount of the ‘hospital account’). This represents 
a very considerable advance for contributors and in association with other measures 
recommended in this report, should bring about full hospital expenses coverage 
for contributors who undertake hospital insurance. 
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8.5 Under this new arrangement the sole function of the special account system 
is to provide a mechanism whereby the Commonwealth reimburses the organisa- 
tions for the additional cost to them of paying the extended benefits which the 
Commonwealth has guaranteed. In our view there is a need for a review of the 
mechanism under which these reimbursements are made. The deficiencies of the 
special account system as a mechanism are: 


(i) it is extremely complex; 
(ii) excessive costs are involved in its administration; and 
(iii) it operates in an unequal manner as between organisations. 


8.6 The unequal operation of the system as between organisations has arisen 
partly because some organisations have not established special accounts, and any 
benefits they have paid their contributors, in excess of normal limits, have been 
paid out of their ordinary accounts without special Commonwealth assistance. 
When organisations have established special accounts, they have followed varying 
policies in their administration of them. Some organisations have availed themselves 
of the special account assistance only in cases of exceptional need; others have 
sought to ensure that the special account carries every contributor assessable as 
‘chronic’, ‘pre-existing’ or ‘exceeding maximum limits’ who would be likely to 
represent a loss to the organisation’s ordinary account. 


8.7 Having regard to the scope for differing interpretation of expressions as im- 
precise as ‘chronic illness’, it is evident that the special account system has been 
open to the application of widely differing administrative practices. It is not 
suggested that there has been anything improper in the practices of organisations 
which have sought to extract the maximum advantage from it. The Committee 
merely emphasises the point that the system has operated unequally as between 
organisations and their contributors. 


8.8 It is clearly desirable that the system for measuring Commonwealth assistance 
towards payment of these extended benefits be simpler and operate equitably as 
between organisations and their contributors. We recommend that the special- 
account system be discontinued. In its place, for hospital benefits we recommend 
that the Commonwealth provide a subsidy to each organisation of an amount equal 
to the full hospital benefits paid to its contributors on account of claims in excess 
of a specified number of days (e.g., 40) in each year. 


8.9 The specified number of days would have to be calculated in such a way that 
the organisations would be eligible for subsidies approximating the same amounts 
as the assistance for which they are currently eligible under the special account 
system. Much detailed calculation would be involved in the initial establishment 
of this figure, but thereafter the system should be straight-forward. An organisation 
would determine in respect of each claim it paid whether the payment resulted in 
the contributor in question being paid hospital benefit for more or less than the 
specified number of days (e.g., 40) in the year concerned. If he had been or was 
being paid for more than the specified number of days, the organisation would be 
entitled to be reimbursed by the Commonwealth for the full amount of benefit 
payable for days in excess of the specified number of days for that year. If he 
had been paid less than the specified number, no Commonwealth assistance would 
be payable. 


8.10 We recommend that the number of days, once specified, be equally applic- 
able to all hospital benefit organisations. This means that all organisations, includ- 
ing those who had never established special accounts, would be eligible for 
Commonwealth financial assistance on the same basis. 
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Medical Insurance 


8.11 A special account system has also operated in relation to medical benefits. 
The ‘standard rates’ of benefit guaranteed have been amounts equal to Common- 
wealth benefits. We believe that contributors’ entitlements should be extended for 
medical benefits, as they have been for hospital benefits, so that contributors will 
be eligible to receive the full benefits for which they are insured. 


8.12 The difficulties associated with hospital benefit special accounts apply in the 
same way to medical benefit special accounts. We recommend that medical benefit 
special accounts be discontinued. In the case of medical benefits we consider that 
the discontinuance of special accounts need not involve the introduction of another 
form of special Commonwealth assistance. When discussing benefits and coverage 
we have already recommended the reconstruction of medical benefit tables on a 
new basis. The reconstructed table, we believe, should provide for the payment 
by the organisations of full insured benefits in what have up to now been assessed 
as ‘pre-existing’, or ‘maximum limits’ cases and that it is not necessary for the 
Commonwealth to provide assistance specifically for this class of case. 
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CHAPTER 9 
Methods of Paying Benefits 


TERM OF REFERENCE A7 
The methods used by registered organisations in paying benefits. 


9.1 The normal practice in relation to the payment of benefits is for the contri- 
butor to make a claim for benefits on his own organisation, presenting documents 
showing that hospital or medical expenses have been incurred and paid. The 
organisation assesses the claim in accordance with its rules and pays the contri- 
butor by cash or cheque. 


9.2 Organisations will generally agree to pay benefits direct to a hospital in 
full or partial settlement of a contributor’s account, if a contributor so requests. 
Where medical expenses have been incurred but the contributor has not paid 
the doctor, organisations will generally make some arrangement for paying the 
doctor direct. 


9.3. The main policy issue arising in regard to methods of paying benefits is 
whether the present ‘individual’ claims method should be continued or whether 
some form of ‘bulk claiming’ by hospital or doctors should be substituted. Bulk 
claiming would involve some economies in processing, but the economies would 
be illusory because verification of claims would necessarily be less efficient. For 
this reason the Committee considers that the methods at present followed should 
be continued. 


9.4 Benefit payments usually comprise separate amounts for Commonwealth 
and fund benefits. It would simplify the scheme for contributors if all documents 
relating to enrolment in tables, contributions and benefit payments referred to 
a single amount of benefit. The single amounts would, of course, be inclusive of 
amounts provided by the Commonwealth by way of subsidy, but there seems 
to be no need for these to be specified separately in dealings by organisations. 
with their contributors. 


9.5 It may have been important in the early days of the scheme that the con- 
tributors should be informed of what benefits were provided by the Common- 
wealth and what were met by the organisation itself. This consideration appears 
to be of little, if any, importance today. In our view the additional complexity 
brought into the scheme by this separate specification of Commonwealth and 
fund benefits outweighs the value to the scheme of giving contributors these 
details. We therefore recommend that the organisations discontinue the practice 
of specifying Commonwealth and fund benefits separately in their dealings with 
contributors and arrange for all documents relating to enrolment tables, contribu- 
tion and benefit payments to refer to single amounts of benefit. 
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CHAPTER 10 


Collection of Contributions 


TERM OF REFERENCE A8 
The methods used and costs incurred by registered organisations in collecting 
contributions, including the rates of commissions and fees paid to collection 
agencies. ) 


10.1 Collection of contributions is effected through one or other of the follow- 
ing methods: 

(i) deduction by employer from wages and salaries on the written authority 
of the employee and remission by the employer of the amounts deducted 
to the registered organisation; 

(ii) weekly, fortnightly, monthly or quarterly payment by the contributor 
to the agent of an organisation, such as a chemist; 

(iii) periodic payment by the contributor direct to the organisation either to 
its head office or a branch office; 
(iv) in the case of friendly societies, payment to a lodge secretary. 


10.2 There is no doubt that the most economical and satisfactory method of 
collecting contributions is group deduction by employers from wages and salaries. 
This has been developed to a certain extent and, where it is operating, contri- 
butors are protected from one of the difficulties that have reduced the effective- 
ness of the scheme, namely, loss of continuity of membership through neglect 
to pay contributions as they fall due. 


10.3. Continuity of coverage under the scheme can only be secured through 
continuity of contributions. In our view employees should be assisted by their 
employers to maintain continuity of contributions by the operation of group 
deduction arrangements. 


10.4 In North America and in European countries it is customary for deductions 
from wages or salaries by employers to be one of the key factors in the operation 
of health insurance plans. Not only are arrangements made for the deduction of 
employees’ contributions, but in many cases subsidies towards health insurance 
contributions are provided by employers as a fringe benefit. 


10.5 In Australia a few employers meet part of their employees’ health insurance 
contributions. Any extension of this practice would further the objectives of the 
scheme. Apart however from the question of financial assistance towards contribu- 
tions, we believe that employers should be obliged to assume a share of responsi- 
bility for the effectiveness of the scheme by operating group deduction arrange- 
ments. 


10.6 We recommend that legislation be introduced to provide that employers 
with establishments of seven or more employees be required to deduct standard 
rate medical and hospital insurance premiums from their employees’ wages or 
salaries and remit the premiums to the hospital and medical insurance organisation 
of the employer’s choice. Any employee would be free to opt out of the compulsory 
deduction arrangement if he wished—for example if he preferred to make pay- 
ments direct to a health insurance organisation other than the particular one chosen 
by the employer for group deduction purposes. We recommend that employees who 
wish to opt out of the scheme should have to signify their wish in writing, but 
should not be required to give any reasons. 
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10.7 We appreciate that group deduction arrangements involve employers in some 
cost and inconvenience. Employers, however, have a good deal to gain from any 
scheme which helps to maintain the health and efficiency of their staff. We believe 
that the implementation of our recommendation for stabilising contributions for 
definite periods should greatly reduce the ‘queries’ that are troublesome in 
arrangements of this kind. We also believe that it is only in relation to standard rate 
contributions that the compulsory arrangement should apply; and that the employer 
should be required to remit premiums only to one organisation of his own choice. 


Commission 


10.8 At the present time many employers including State Governments and their 
instrumentalities are charging organisations commission of 24 per cent and, in 
some cases up to 5 per cent, for the deduction of contributions from wages and 
salaries. This is one of the costs which is building up the organisations’ manage- 
ment expenses to unduly high levels. If our recommendation for compulsory deduc- 
tions is adopted, we consider that no provision should be made for the payment 
of commission to employers. It would be reasonable, in our view, for employers 
to meet the costs involved without commission if deductions were compulsory and 
employers were thus all on the same footing. 


10.9 Commission paid to agents of organisations is also a heavy cost in the con- 
duct of the scheme. Collection commission is generally paid at the rate of 5 per 
cent. In some cases higher basic rates are paid and it is also common for separate 
commission to be paid for the enrolment of new members. 


10.10 Should compulsory group deductions be introduced, commission rates 
for agents will be less significant in the cost of the scheme. In any case there is 
a need for agents’ commissions to be kept at reasonable levels. For some classes 
of transaction, e.g., transfer of a contributor from one organisation to another, 
we believe that commission should be prohibited. 


10.11 Agencies are conducted under varying conditions and it might be inappro- 
priate to set any particular rate of commission for all agencies. The National 
Health Insurance Commission should keep the question of commission rates 
under continuous surveillance with a view to the cost of agents’ services being 
kept within proper limits. 


10.12 The Committee recommends in relation to commission on the collection 
of contributors’ premiums, that commission be not paid for employer deductions 
and be kept at reasonable levels for collection agencies; and that certain commis- 
sion payments be prohibited. 


CHAPTER 11 


Management Expenses 
TERM OF REFERENCE AQ 


The expenses incurred in administration and management, including the 
payment of benefits. 


11.1 The Committee had an analysis made of the management expenses, staffing 
and related figures for a number of organisations for the financial years 1966-67 
and 1967-68. Membership of the organisations to which this analysis related 
totalled 76 per cent of all contributors in Australia. 


11.2 In the financial year 1967-68 the lowest expense rate for hospital funds 
was 6.20 per cent of contribution income and the highest was 20.24 per cent. Most 
hospitals funds’ expenses were within the range of 11 per cent to 13 per cent of 
contribution income. 


11.3. For medical funds the lowest expense rate for 1967-68 was 10.86 per cent 
of contribution income. Most medical funds’ expenses were within the range of 
14 per cent to 16 per cent of contribution income. The highest expense rate was 
21.29 per cent. 


11.4 Salary per unit of staff varied from an average of $1,700 to an average of 
$2,381. The ratio of staff per contributor varied from 1 to 450 contributors to 
1 to 1,318 contributors. 


11.5 A good deal of caution is necessary in attempting to draw conclusions from 
this kind of analysis. Organisations follow different practices in the preparation of 
their accounts. For example, one of the largest organisations does not attempt to 
record its hospital fund expenditure separately from its medical fund expenditure. 
The total expenditure incurred in both activities is simply halved for accounting 
purposes. 


11.6 The Committee nevertheless believes that some important conclusions can 
be drawn from its study of the analysis made and from other information it 
received in the course of the enquiry. Of the organisations whose experience was 
analysed in detail, the one with the best record in keeping its management expenses 
within proper limits was the Hospital Benefit Fund of Western Australia (member- 
ship about 226,000). For 1967-68 this organisation’s expense rate was 6.20 per 
cent of contribution income for the hospital fund and 10.86 per cent of contribu- 
tion income for the medical fund. As far as the Committee could find, the service 
provided for its contributors by this organisation was not inferior to that provided 
by open funds generally. It is significant to mention also that this organisation 
maintains detailed individual members’ records but does not pursue a policy of 
branch operations. In fact it has but two branches, most claims and contributions 
being transacted through its head office. Its relatively low expense rates were 
therefore achieved by a policy of economical management. 


11.7 The larger open funds in New South Wales and Victoria have had 
appreciably higher expense rates than the Hospital Benefit Fund of Western 
Australia. The evidence points strongly to the conclusion that one of the main 
reasons for this is the abuse of competition that has developed in New South 
Wales and parts of Victoria. Funds have sought to win a larger share of the 
available membership by offering excessive commissions and inducements to agents 
to promote transfers of members from one organisation to another; by establishing 
branch offices and cash payment centres in areas already well serviced by other 


45 


organisations; and by expensive advertising. It is doubtful whether this type 
of activity is winning many new members to the scheme. It is certainly a very 
costly use of the contributions of persons who are already members. 


11.8 There is a need for continuous promotion of the scheme and in this the 
National Health Insurance Commission and the organisations will both have a role 
to play. There is, however, no advantage in the duplication of facilities or in the 
pursuit of activities designed to promote one organisation at the expense of others. 


11.9 These aggressive activities have not been practised by the organisations in 
Western Australia. This, we believe, goes a good deal of the way to explaining 
the more economical operation of the scheme in that State. The South Australian 
organisations have also avoided these excesses and their management expenses 
record is also distinctly better than that of the larger funds in New South Wales and 
Victoria. 


11.10 Western Australia and South Australia each has only one open fund. In 
each of these States a group of friendly societies also operates medical and hospital 
funds. New South Wales and Victoria each has two open funds actively competing 
for membership, as well as friendly societies which also seek to enrol members 
from the public. The representatives of the Western Australian and South Aus- 
tralian open funds made it clear to the Committee that they would not be able to 
maintain their low rates of management expenses if organisations with aggressive 
developmental policies became active in their States. 


11.11 In order to put an end to practices of a wasteful character we recommend 
that it be made a condition of the subsidy provided by the Commonwealth to 
organisations registered under the National Health Act that the organisations limit 
their enrolment and collection activities to specified regions. In our view only one 
open fund should be permitted to establish facilities for the enrolment of members 
and collection of contributions in any one region. 


11.12 The National Health Insurance Commission should be empowered to 
determine the region in which each open or area fund would be authorised to. 
operate. In its determination it should adopt the principle that, when the regional 
system begins, each of the organisations concerned should commence with a 
membership of approximately the same size as the membership it had under 
the present system. 


11.13. The enrolment and collection activities for which organisations would 
be restricted to specified regions would be the conduct of branch offices or 
collection agencies, the enrolment of new members by fund salesmen or com- 
mission agents and arrangements with employers for group deductions from 
employees’ wages and salaries. Individual contributors who wished to maintain 
membership of an organisation in another region by dealing, e.g., by post, direct 
with that organisation would be free to do so. 


11.14 Under this proposal, the Hospitals Contribution Fund of Australia, based 
on Sydney, with a New South Wales membership of about 446,000, which has 
recently established branches in Victoria (membership about 7,000), South Aus- 
tralia (under 100 members), Queensland (membership about 2,500) and Tas- 
mania (membership about 250), would be required, as a condition of Common- 
wealth subsidy under the National Health Act, to restrict its activities to a 
defined region in New South Wales. The Medical Benefits Fund of Australia 
would also be restricted to a defined area so far as its New South Wales 
activities are concerned. The operations of area funds in New South Wales would 
likewise be limited to the areas specified for them. 
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11.15 The Medical Benefits Fund of Australia which is based in Sydney and 
has a New South Wales membership of about 658,000 established branches in 
Queensland (membership about 248,000) and Tasmania (membership about 
75,000) at the inception of the scheme. These branches could, in our view, be 
allotted regions comprising such parts of those States as the Commission thought 
appropriate provided each State fund operated as a separate legal entity. 


11.16 The Queensland and Tasmanian branches of the Medical Benefits Fund 
of Australia did the pioneering work in those States and their position should be 
preserved as far as practicable in a regional re-organisation. The Hospitals Contri- 
bution Fund’s moves to other States came long after the scheme was well estab- 
lished in those States and the interstate branches are so small that they do not 
justify being regarded as established open funds in those States now. 


11.17 Friendly society hospital and medical benefit organisations should, in our 
view, be permitted to operate wherever they choose. They should however be 
obliged to limit their future enrolments to persons who are or who become mem- 
bers of the friendly societies themselves. Persons already enrolled in friendly 
society hospital or medical funds need not have their membership disturbed. 


11.18 Industrial type organisations would continue to be required to limit their 
enrolments to employees of the organisations with which they are associated. 
They should be obliged to retain as members persons who retire from employment 
with the sponsoring company or who leave it and are not able to enrol in another 
organisation. 


11.19 The elimination of waste engendered by the present arrangements would, 
in our view, considerably strengthen the scheme. Individual contributors’ rights 
would continue. In most areas they would have a choice of an open fund or a 
friendly society; in some instances they would have the choice of an industrial- 
type fund which was open to them; and in all cases they could seek membership 
outside their region if they chose to do so. The factor to be eliminated is 
duplicatory servicing of a wasteful nature by more than one organisation in 
any one area. 


11.20 This regional re-organisation, together with other proposals we have 
advanced for rationalising the scheme, should enable substantial reductions to 
be effected in management expenses. We suggest that no organisation need incur 
expenses above the following rates during the first three years after the re- 
organisation is made: 

Percentage of Contribution Income 


Hospital Fund Medical Fund 


Roe) MCA fue: aft 10 14 
2nd year .. We 9 13 
Srdvyear 70" i 8 12 


We would expect that rates lower than these can be achieved when the results 
of the measures recommended take full effect. The National Health Insurance 
Commission should keep the levels of expenses under review with the objective 
of their being reduced still further. 


- 11.21 We believe that the National Health Insurance Commission should have 
sanctions to strengthen it in the enforcing of economies which will be required 
if management costs are to be speedily reduced. 


11.22 The powers the Commission should have are set out in the section of 
our report relating to overall management (chapter 14). 


47 


CHAPTER 12 
Reserves 


TERM OF REFERENCE A10 


The level of reserves maintained by registered organisations for hospital and 
medical insurance purposes. 


12.1 The reserves held by organisations comprise two distinct parts. First, there 
is a provision to cover the estimated unpaid and unpresented claims. The amount 
that needs to be set aside for this purpose can generally be assessed with reason- 
able accuracy. No policy problems arise in regard to the organisations’ practices in 
the determination of this provision. Secondly, there are ‘free’ reserves, i.e., reserves 
on which there are no known claims. The remainder of this Chapter will be 
devoted to questions arising in relation to them. 


12.2 It is convenient to express the amounts of reserves held in relation to the 
number of months of contribution income, based on membership at the relevant 
balancing date. The levels of reserves held by the organisations in each State at 
30 June 1967, the last balancing date for which final figures were available to 
the Committee, were: 








Reserves 
State Hospital Funds Medical Funds 
Contribution Contribution 
Income Income 
Months Months 
$000 $000 

New South Wales .. 22,340 del 7,265 Be 
Victoria .. 303,683 n> 8,046 6.0 
Queensland of 53731 12.9 807 1.6 
South Australia n€ 4,799 ghee 3,035 4.9 
Western Australia .. 5,455 10.1 1,441 4.3 
Tasmania .. hy 3,476 15.2 2,339 jes) 
Total .. .. 55,484 8.4 22,933 4.3 


12.3. Before the Committee the organisations claimed that the maintenance of 
strong reserves was necessary: 


(i) to provide a buffer to absorb fluctuations in costs from year to year, 
(ii) as a safeguard against rising rates of claim as the scheme develops, 
(iii) to meet the increasing cost of claims as the age of members increases, 
(iv) as a provision against heavy claims due to epidemics or catastrophes. 


12.4 The Committee believes that the larger funds should follow a policy under 
which their free reserves would be limited to an amount equal to three months’ 
contributions. If they so choose, the smaller funds might be permitted to hold 
rather more, depending on their size. Reserves of this magnitude should be 
sufficient to cover temporary fluctuations due to epidemics or other adverse 
experience, to provide for losses due to poor management until the fault has been 
corrected and to meet final claims should the fund be wound up for any reason. 


12.5 Reserves of this magnitude would not be adequate to provide for increasing 
utilisation of hospital and medical benefits with the advancing age of members or 
with changes in social attitudes and medical practice. The Committee believes that 
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any increasing utilisation will be gradual and should be taken care of as it arises. 
To some extent this might be achieved by placing restrictions on any unnecessary 
claims or excessive provision of medical or hospital services. The remainder will 
have to be covered by increases in contributions of members and subsidies from 
governments. With increasing community productivity and rising standards of 
living it seems equitable not to burden the current generation with the cost of 
providing reserves to meet future claims and it is reasonable to suppose that these 
claims can be met progressively more easily as incomes grow larger. 


12.6 In order to implement our recommendation that the larger funds’ reserves 
be limited to three months’ contribution income, action to reduce substantially the 
existing level of reserves would be necessary in some cases. The existing reserves 
have been accumulated for a variety of reasons, some of them of a special non- 
repetitive kind. For example, the original special account arrangement, which 
commenced in January 1959, operated in a very beneficial way for hospital benefit 
organisations. For the five years ended 30 June 1964, Commonwealth special 
account subsidies to the Hospitals Contribution Fund of Australia totalled about 
$8.6m. During the same period the free reserves of that organisation increased by 
about $9.9m. The original special account arrangement was subsequently varied 
and over the last four years the Commonwealth reimbursements have been much 
smaller and the level of the organisation’s reserves has varied very little. 


12.7 The reserves of some smaller organisations have been built up as a result of 
an overall policy which all organisations have been obliged to follow in recent 
years under which uniform contribution rates have been charged for tables provid- 
ing similar benefits. This uniform contribution policy has been thought necessary 
to discourage the growth of undesirable competitive activities between 
organisations. 


12.8 The acceptance of our recommendation for restricting the activities of 
open funds to specified regions will remove the main reason for obliging funds 
to follow a uniform contribution rate policy. With the elimination of competition 
for membership between open funds there is no reason why all organisations 
should not be permitted to charge a rate of contribution which their own particu- 
lar financial situation justifies. 


12.9 Some of the smaller organisations have a relatively illness-free membership 
structure. Other organisations receive various forms of financial support from 
the employer or body which sponsors them. In cases of this kind we consider 
that the contributors should be permitted to receive the benefit of a lower rate 
of contribution. 


12.10 Organisations which have developed excessive reserves should be per- 
mitted to adjust their contributions so that over an appropriate period their 
members will receive the benefit of the reserves which have accumulated. 


12.11 Earlier in the report we have recommended arrangements under which 
hospital and medical fees will be stabilised for periods of three years. If these 
fee stabilisation arrangements can be achieved we believe that benefit tables 
should likewise be stabilised for three years. We recommend that each organisation 
establish a ‘Contingencies Reserve Account’ comprising reserves held by the 
organisation over and above provisions held to meet unpaid and unpresented 
claims. The opening balance of this account, the claim rate, forecast alterations in 
utilisation rates and all like relevant considerations should be taken into account 
in determining the rate of contribution to be charged by the organisation for each 
three year period. The contribution rate should be established with the objective of 
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having an amount equal to three months’ contribution income in the Contingencies 
Reserve Account at the end of each three year period. 


12.12 Although the reserves held by some of the organisations are substantial, 
the adjustments to contributions which would be likely if our proposal is adopted 
would be relatively small. Calculations made for the Committee indicate that 
few, if any, organisations will be able to make reductions exceeding ten cents a 
week. This illustrates that although the question of reserve levels is an important 
one, it would be wrong to suggest that the policies adopted in setting aside 
reserves in the past have appreciably reduced the effectiveness of the scheme. A 
continuance of rising health costs seems inevitable and reserves held by organisa- 
tions are of value to contributors in assisting a stabilisation of contribution rates. 
A reasonable policy for reserves being applied in this way should remove any 
significant problems in this area. 
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CHAPTER 13 


Investment of Reserves 
TERM OF REFERENCE All 


The policies followed in the investment of such reserves and of other moneys 
arising from contributions to hospital and medical benefit funds. 


13.1 The Committee was supplied with a statement showing the amounts of 
reserves held in various forms by a representative group of organisations at 
30 June 1967. The statement shows that the reserves were held as follows: 


$000 % 

Cash at Bank 

Short-term money market{ ob os LAO 3.95 
Bank Fixed Deposits is 433 0.82 
Commonwealth Bonds and Inscribed Stock won dud oaee PA are 
Semi-Government Bonds "3 ne .. 17,626 33.33 
Local Government .. = mw ts 7,656 14.48 
Shares... he me ‘e et 1,910 3.61 
Debentures ve os “3 “4 5,803 10.97 
Mortgages ‘. bes Ate .. 4,334 8.20 
Other Ay ae is ee a. 747 1.41 








52,880 100.00 








13.2 The average yield on these investments was about 5 per cent. 


13.3 There has been little speculative investment by organisations and such 
industrial investments as have been made have generally yielded satisfactory 
results. However, the Committee considers that it is not appropriate that organisa- 
tions of this type should depart at all from investments of a trustee nature. We 
recommend that a condition of registration applicable to all organisations be that 
their investments be confined to trustee securities under the laws of the State in 
which the organisations are located. 
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CHAPTER 14 


Overall Management of Health Insurance Organisations, Competition 
and Number of Organisations 


TERMS OF REFERENCE A12, A13, Al4, A15 and A16 


The overall management, administration and financial operations of the 
registered organisations. 


The extent to which there is effective’ contributor representation in the 
administration and policy making of registered organisations. 


The effects of activities pursued by registered organisations in competing for 
members. 


The extent and form of competition that is desirable between registered 
organisations. 

Whether the interests of contributors would be better served if there were a 
greater or a lesser number of registered organisations. 


14.1 Some reference has already been made in the chapter on management 
expenses to questions relating to the management of organisations and competition 
between them. In that chapter we recorded our view that the health insurance 
scheme should not permit of competition for membership between open organisa- 
tions, but that contributors should have a choice of enrolling in whatever type of 
organisation they preferred—open, friendly society or closed. 


14.2 The Committee found no support at all for the often expressed view that the 
number of different organisations adds to the cost of the scheme. We examined 
the operations of a large number of friendly society and closed funds and found 
that their service to contributors was extremely good and that they had been the 
most successful organisations in keeping management expenses within proper 
limits. They should be encouraged to continue. 


14.3 The following table for the year 1966-67 shows the difference between 
State totals of management expenditure and that of the closed funds: 


Ordinary Account (Hospital Benefits Funds) 


Management Expenditure as a percentage of Contributions 


State Total State Closed Funds 
New South Wales aa 12.4 6.1 
Victoria by “a 13.2 6.8 
Queensland aye ee 11.3 No closed funds 
South Australia ane 125 4.0 
Western Australia ua. 7.4 7.9 
Tasmania Ae Bl 7.6 2.5 
Australia ee Min 11.9 6.1 


14.4 It is significant that management expenses are markedly lower in closed 
funds, an important contributing factor being that, with employer co-operation, 
collections can be carried out much more economically. 


14.5 For purposes of clarification we should add that there has been unnecessary 
complexity in the scheme and that in itself has added to the cost. The 
complexity has been brought about mainly by a multiplicity of tables offered to 
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contributors and variations in the rules of organisations relating to eligibility for 
benefits. The policies of both the larger and the smaller funds have contributed to 
this situation. 


14.6 In our view the situation should be corrected by the introduction of uniform 
standard tables of hospital and medical benefits, properly related to stabilised fees. 
Should this uniformity be brought about, the experience of the past suggests that 
small organisations should be able to administer a system developed in this way 
at least as efficiently and economically as the larger organisations. In some cases 
they will be able to offer the benefits at lower rates of contribution and as, we 
indicated earlier, their contributors should be given the advantage of this. We do 
not recommend the exclusion from the scheme of any existing registered organisa- 
tion that is willing to revise its benefit tables in the way we have recommended. 


14.7 It was put to the Committee on behalf of some of the larger open funds 
that the existence of closed industrial-type funds weakens the principle of com- 
munity sharing of responsibility and endangers the stability of the open funds by 
hiving off groups of good-risk contributors. It is not a basic principle of the 
scheme that all contributors throughout the Commonwealth or throughout a 
State should pay the same contributions and we consider that community shar- 
ing principles are properly observed if the scheme permits the existence of small 
closed organisations as well as organisations open to anyone. 


14.8 It is true that, in theory, the establishment of a large number of closed 
funds, consisting entirely of healthy persons in employment, could leave the open 
funds with a disproportionate share of the less healthy members of the community. 
But it cannot be accepted that this situation has occurred or would occur even if 
there were an appreciable increase in the number of contributors in closed funds. 
Two factors which operate to even out any differences in risk that exist are that 
the dependants of contributors in all funds should represent approximately the 
same degree of risk; and closed funds generally cover retired members and their 
dependants. We reject the proposition that the existence of closed funds detracts 
from the scheme. 


14.9 On the general question of overall management of the organisations it has 
been the policy of the Commonwealth to give the organisations the maximum 
freedom in the conduct of their operations. This policy has led to more satisfactory 
results with some organisations than with others. The majority of organisations 
appear to be managed economically and efficiently. But in some areas the pro- 
liferation of branch offices, the relatively high rates of commission offered to 
agents and the extensive advertising undertaken, raise doubts as to whether due 
attention has been given by the managements of some organisations to economy 
of operation. 


14.10 We consider that the National Health Insurance Commission should con- 
tinue the policy of non-interference in the day to day activities of organisations. 
But more overall outside control should be applied. 


14.11 We recommend that the organisations be required to adopt standard forms 
of accounting, prescribed by the Commission. This will make possible a better 
comparison of the activities of the organisations and point up areas where greater 
economies are possible. 


14.12 The statistical information kept by organisations needs to be greatly 
improved. Experience in other countries suggests that over-utilisation and over- 
servicing could be an increasing problem as time goes on and it is essential that 
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organisations maintain adequate statistical information so that these and related 
problems can be effectively controlled. 


14.13 We recommend that the organisations be required to publish annual 
accounts in much greater detail than many of them have published up to date. 
The details, to be the subject of compulsory publication, could be prescribed by 
Regulation or left to the Commission to determine. 


14.14 The need for government controls of the kind we are recommending arises 
from the nature of the organisations and relates to No. A13 of our terms of refer- 
ence concerning contributor representation in management. Many of the organisa- 
tions have provision for contributor representation on their management boards. 
In the case of organisations with a relatively small membership the contributor 
representation is effective because the contributors and management are closely 
associated. But eight of the open funds have memberships exceeding 100,000 
persons and it is impracticable for the managements of these organisations to 
arrange, by election or otherwise, for really effective representation of such a large 
number of contributors on their boards. We have no doubt that the persons who 
are appointed to some boards as ‘contributors’ representatives’ are valuable mem- 
bers of those boards. But we cannot accept that they represent 100,000 or more 
contributors in any meaningful way. 


14.15 As it is impracticable for contributors to large organisations themselves 
to maintain close control of the activities of the organisation, the responsibility 
falls to the Commonwealth Government to exercise controls on their behalf. It 
is for this reason that we recommend that new forms of control be conferred on 
the National Health Insurance Commission. 


14.16 The National Health Act already provides power for the suspension or 
cancellation of the registration of an organisation which has failed to comply 
with a provision of the Act or a condition of its registration under the Act. We. 
consider that this power should be continued, that the National Health Insurance 
Commission should be authorised to make recommendations to the Minister 
regarding its exercise and that the Commission should be empowered to arrange 
appropriate related measures including the transfer of members to other organisa- 
tions of their own choice. 


14.17 We also recommend that the Commission be empowered to withhold pay- 
ment of the Commonwealth subsidy should an organisation not fulfil requirements 
of an important character, e.g., limiting of enrolment activities to a specified area; 
maintenance of management expenses within specified limits. 


14.18 Having regard to the substantial funds contributed by the public which are 
administered by organisations we consider that there is a need for organisations 
and their officers to be made legally responsible for compliance by organisations 
with requirements under the National Health Act. Non-compliance should expose 
organisations and their responsible officers to penalties under the Act. To provide 
for extreme cases of wilful disregard of requirements, the Act should also include 
power for the replacement of the officers of organisations by persons selected by 
the Commission. As far as we know no circumstances have yet occurred in which 
provisions of this nature could have been invoked had they existed but, looking to 
the future, we regard such provisions as essential for the effective supervision of 
organisations’ activities by the Commission. 
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CHAPTER 15 


Financial Protection Against the Cost of Illness 


TERM OF REFERENCE C 


To make such other recommendations to the Minister as the Committee deems 
necessary in relation to the provision of adequate financial protection against 
the cost of illness in the context of both a voluntary health insurance scheme, 
and the obligations at present accepted by the State Governments. 


15.1 The health insurance scheme we have been discussing covers, with only 
minor exceptions, accommodation and treatment provided in hospitals and medical 
services provided by registered medical practitioners. On the basis that in future 
persons who are not able to meet the costs of hospital accommodation and treat- 
ment and medical services from their own resources will be protected against 
those costs either as the result of acceptance of our recommendation in respect 
of low income families or by virtue of existing provisions for their benefit such 
as the Pensioner Medical Service, we turn now to consider a wide range of other 
services that illness may involve, the costs of which have never been covered 
by the insurance scheme. These services include: 


(i) accommodation and treatment in institutions which are not hospitals 
such as nursing homes and centres established to relieve the suffering of 
persons who have a particular kind of ailment, e.g., multiple sclerosis; 

(ii) domiciliary care and treatment; 

(iii) oral surgery; 
(iv) a variety of paramedical services rendered by such persons as nurses, 
physiotherapists, optometrists, chiropractors and chiropodists. 


15.2 The Committee was impressed by the submissions made in respect of 
these services. They were moderate and compelling and clearly indicated that 
something should be done about them if the community as a whole is to enjoy 
adequate financial protection against the cost of illness. It is our opinion, however, 
that, except for the inclusion of the two items hereinafter mentioned, it would 
not be feasible to bring these services within the operation of the insurance 
scheme unless they were heavily subsidised by the Commonwealth Government. 
This opinion rests on the conclusion we have reached, that, subject to future 
increases which will become necessary from time to time as costs and incomes 
rise, health insurance contributions are already as high as most people are pre- 
pared to pay and as many can afford to pay. In reaching this conclusion we 
have been influenced by the extent of non-insurance, under-insurance and the 
magnitude of lapses which are at present undermining the effectiveness of the 
scheme. We think it would be unwise for the Commonwealth to provide the 
necessary subsidies to bring these services within the insurance scheme without 
a careful investigation of the consequences. We believe they must remain to be 
dealt with by the Commonwealth and State Governments, either jointly or 
severally, as matters of social service when and in what order of priority the 
governments think necessary and practicable. 


Services Recommended for Inclusion in Scheme 

15.3. As previously indicated there are two items which the Committee considers 
should be covered by health insurance. The first relates to the work of oral 
surgeons. The Committee’s attention was drawn to the problems arising from 
the fact that some procedures are undertaken by both medical practitioners and 
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oral surgeons. When undertaken by a medical practitioner medical benefits are 
payable; when undertaken by an oral surgeon they are not. While it is not prac- 
ticable to bring all services rendered by an oral surgeon into the medical benefits 
scheme we consider that payment of medical benefits should be made when a 
specialist oral surgeon carries out a procedure for which an operating theatre 
at a public hospital is required and used, and we so recommend. In these circum- 
stances we consider that the service and the appropriate after-care should qualify 
for benefits in the same way as they would if the treatment was provided by a 
medical practitioner. 


15.4 The second item in relation to which health insurance coverage should be 
extended concerns consultations by ophthalmologists where the patients are referred 
by optometrists. 


15.5 The fact that spectacle lenses are prescribed both by ophthalmologists and 
by optometrists gives rise to special problems under the scheme. It is claimed 
by optometrists that unfair discrimination arises from the fact that subject to 
certain conditions medical benefits are payable for consultations with ophthalmo- 
logists but not with optometrists. 


15.6 The Commonwealth has sought to remove discrimination by a provision in 
the National Health Act under which consultations with medical practitioners in 
consequence of which spectacle lenses are prescribed are not eligible for Com- 
monwealth benefits. This provision penalises ophthalmologists’ patients and it is 
claimed that devices are employed to circumvent it. While it is an unsatisfactory 
provision the Committee is unable to suggest any other means of achieving the 
result sought. 


15.7 At present the ‘specialist rate’ medical benefit is payable in respect of the 
service of an ophthalmologist if a patient is referred to him by another medical 
practitioner and spectacle lenses are not prescribed. This specialist benefit is not 
paid if the patient is referred to him by an optometrist. This anomaly has given 
rise to the practice of optometrists referring patients to general practitioners who 
then refer them to ophthalmologists. This practice may give rise to unnecessary 
inconvenience and expense for those concerned. It seems to us to be only neces- 
sary to interpose a general practitioner when the ophthalmologist who is the expert 
in his field requires information additional to what he is able to obtain by ques- 
tioning and examining the patient. This, we believe, is not the normal situation. We 
therefore recommend that a patient referred to an ophthalmologist by an 
optometrist qualified to practise under State laws be eligible for medical benefits 
at the specialist rate. 


Other Services 

15.8 Although we are unable to recommend that the costs of the remainder of 
the services under consideration be brought into the health insurance scheme, 
we think that we should record, for the benefit of those who may be called upon 
to consider them as subjects for social service assistance, some of the information 
we have gathered and the views we have formed in relation to them. 


Nursing Homes 

15.9 Nursing homes are conducted by the States, religious and charitable institu- 
tions and private individuals. Only in the case of homes conducted by private 
individuals are charges fixed with a view to profit. Charges of the order of $50 
to $60 a week are not uncommon. Although nursing home treatment has never 
been within the hospital insurance scheme, patients have been subsidised by the 
Commonwealth almost for the life of the scheme to the extent of $2 a day. This 
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benefit has represented a relatively small proportion of the fees charged by many 
of the homes and sometimes great hardship has been experienced in meeting them. 


15.10 The Commonwealth has recently introduced a higher scale of benefits for 
patients requiring intensive care. 


15.11 This new benefit of $5 a day should greatly assist patients who are eligible 
for it, and at the same time, allow them to receive a better standard of care, pro- 
vided the proprietors of the homes do not increase their charges so as to absorb 
the benefits, without improving the standard of care. Patients who require only 
light care are not eligible for the new benefit and their financial problems remain 
for them to resolve as best they can. 


15.12 It was repeatedly stated in evidence before the Committee that the stan- 
dard of accommodation and care in nursing homes varies greatly. It was stated 
that in some homes the accommodation is of the highest order and programmes 
of geriatric and rehabilitative treatment have been developed. In others, however, 
it was said that the accommodation is poor, the food unattractive and monotonous, 
the treatment almost solely confined to the administration of drugs and a large 
proportion of the patients becomes prematurely moribund and remains bed-ridden 
until the end. 


15.13 Although the standard of accommodation and care provided by nursing 
homes may not come directly within our terms of reference we feel it incumbent 
on us to stress the urgent need for the Commonwealth Government and the State 
Governments to jointly investigate all aspects of nursing home services with a 
view to joint remedial action where necessary. 


15.14 The need for Commonwealth-State co-operation in a simple matter of 
terminology was mentioned to us many times during the enquiry. It was stated 
that the dissatisfaction felt by insured persons who were accommodated in nursing 
homes, but received no fund benefits, was aggravated by reason of their nursing 
homes being registered under State laws as ‘hospitals’. Because they were so desig- 
nated, the insured persons believed that hospital benefits should have been avail- 
able to help meet the accommodation charges. Whatever inquiries and discussions 
are necessary before other nursing home problems are dealt with, there seems 
no reason why steps cannot be taken immediately to end the confusion and mis- 
understandings which occur because the expression ‘hospital’ means one thing to 
Commonwealth authorities and health insurance organisations, and something 
different to some State authorities. 


15.15 We recommend: 


(i) that the Commonwealth and the States jointly investigate all problems 
associated with nursing homes with a view to joint remedial action where 
necessary; 

(ii) that the States be requested to prohibit the inclusion of the word 
‘hospital’ in the name of nursing homes and other institutions which are 
not eligible for hospital insurance benefits. 


Particular Ailments Services 


15.16 Some of the most seriously afflicted people in our community such as 
paraplegics, quadraplegics and victims of multiple sclerosis, who have ceased to 
be hospital cases, are in need of facilities and treatment which they cannot afford. 
Voluntary organisations exist to help them but have insufficient funds to meet 
their needs. Representatives of several of these organisations appeared before us 
and related their experiences when they sought government aid to supplement 
what their organisations were able to raise to relieve the suffering of those for 
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whom they were concerned. They stated that the Commonwealth informed them 
that ‘health’ was a State matter and that they should approach their State Govern- 
ment for assistance. Their State Government informed them that it lacked the 
funds to grant their request and that they should go to the Commonwealth Go- 
vernment, for it alone had the financial capacity to provide the aid they required. 
It is obvious that this is another area in which the governments urgently need to 
get together and plan a programme of relief for people the present plight of some 
of whom can only be properly described as pathetic. 


Dentistry 

15.17 The Australian Dental Association in its submission to the Committee 
included a well-considered proposal for the introduction of a voluntary insurance 
dental scheme in respect of children up to the age of thirteen years. Its adoption 
would have the effect of increasing the amount of dental treatment received by 
children and transferring costs at present met in many cases by parents to regis- 
tered organisations which would meet them from premiums paid by the parents 
and government subsidies. As the State Governments already provide school dental 
services it would also have the effect of transferring some of the costs from the 
States to the Commonwealth. We regard it as another important matter for the 
joint consideration of the Commonwealth and State Governments. 


Over-utilisation and Over-servicing 


15.18 In dealing with the medical benefits insurance scheme the Committee drew 
attention to the need for an effective fee stabilisation arrangement and for safe- 
guards against over-use of medical services by patients and over-servicing of 
patients by doctors which have presented the Commonwealth Government with 
problems in connection with its Pensioner Medical Service. The same considera- 
tions would have application in relation to any Government assistance contem- 
plated in respect of the services the subject of this Chapter. It is extremely diffi- 
cult to devise safeguards of the kind required without imposing severe restrictions 
on the availability of a service. In Canada where paramedical services have been 
brought into some Provincial medicare programmes it has been found necessary 
to impose restrictions on the number of services accepted for payment. This 
inevitably means that the programmes do not provide for some services considered 
essential by practitioners and patients. 


Ancillary Fund Benefits 


15.19 Although Commonwealth benefits are not payable for the paramedical ser- 
vices we have been discussing, many of the registered organisations pay ancillary 
benefits for some of these services, e.g., physiotherapy, home nursing and the pro- 
vision of spectacles. In our view the organisations should be permitted to 
continue the provision of these benefits if they wish to do so provided the benefits 
are paid from funds acquired under insurance plans of their own making and 
which form no part of the hospital and medical benefit funds approved under the 
National Health Act. 


15.20 We recommend that when hospital and medical benefit tables are re- 
organised, the cost of paying ancillary benefits be excluded from consideration. 
Contributors who wished to maintain eligibility for these ancillary benefits could 
be asked to pay a specified contribution to a separately constituted fund of the 
kind mentioned. Contributors who preferred not to make a separate contribution 
would not be eligible for those benefits. The ancillary benefit funds would have 
to be self-supporting and not financially supported from the contributions made 
specifically for hospital or medical benefit purposes. 
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APPENDIX A 


ORGANISATIONS AND PERSONS WHO MADE SUBMISSIONS TO 
THE COMMITTEE 


GOVERNMENTS AND GOVERNMENT AUTHORITIES 
New South Wales 
Hospitals Commission of New South Wales 


Victoria 


Commission of Public Health of Victoria 
Hospitals and Charities Commission of Victoria 
Victorian Government Statist and Actuary 


Tasmania 
Minister for Health 


HOSPITALS AND RELATED ASSOCIATIONS, SOCIAL WELFARE BODIES AND OTHER 
MISCELLANEOUS ORGANISATIONS 


Commonwealth 


Australian Cancer Society 

Australian Cerebral Palsy Association Inc. 

Australian Council of Social Service 

Australian Hospital Association 

Australian Multiple Sclerosis Society 

Foundation for Research and Treatment of Alcoholism of Australia 
National Tuberculosis and Chest Association 

National Heart Foundation of Australia 

Private Hospitals and Nursing Homes National Council of Australia 


New South Wales 


Association of Voluntary Geriatric Agencies 

Australian Labor Party—Barton Federal Electorate Council 
Liberal Party (Dubbo State Electoral Conference) 

Old People’s Welfare Council of New South Wales 

Private Hospitals Association of New South Wales 

Spastic Centre (N.S.W.)—Mr and Mrs McLeod 


Victoria 


Asthma Foundation of Victoria 

Australian Red Cross Society (Victorian Division) 
Country Hospitals’ Association 

Footscray and District Hospital 

Hampton Hospital 

Housewives Association (Waverley Branch) 
Metropolitan Hospitals Association 

Old People’s Welfare Council of Victoria 
Paraplegic Association of Victoria 

Richmond Dispensary and Outpatients Clinic 
Royal Children’s Hospital—Orthopaedic Section 
Royal Talbot General Rehabilitation Hospital 
Victorian Association of Day Nurseries 

Victorian Council of Social Service 

Victorian Society for Crippled Children and Adults 


Queensland 
Australian Association of Social Workers (Queensland Branch) 
Council of Social Service of Queensland 
South Australia 
Australian Association of Social Workers (South Australian Branch) 
Old People’s Welfare Council of South Australia Inc. 


Paraplegic Association of South Australia 
South Australian Council of Social Service 
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Western Australia 


Princess Margaret Hospital for Children 
Royal Perth Hospital 
Royal Perth (Rehabilitation) Hospital 


Tasmania 


Childbirth Education Association (Australia) (Hobart Branch) 
Council of Social Service of Tasmania 


Australian Capital Territory 
Administrative and Clerical Officers’ Association (A.C.T. Branch) 


PROFESSIONAL BODIES 
Commonwealth 


Australian College of General Practitioners 

Australian Dental Association 

Australian Medical Association (Federal Council) 

Australian Optometrical Association 

Australian Physiotherapy Association 

Institute of Actuaries of Australia and New Zealand 

National Council of Australian Chiropody Association 

Ophthalmological Society of Australia (Australian Medical Association) 
Royal Australasian College of Physicians (Australian Medical Association) 


New South Wales 


Australian Optometrical Association (New South Wales Division) 

Australian Physiotherapy Association (New South Wales Division) 

Australian Visiting Nurses Association 

New South Wales Physiotherapists Private Practitioners Group 

Orthoptic Association of Australia (New South Wales Branch) 

Royal Australasian College of Surgeons—Faculty of Anaesthetists (N.S.W. State Committee) 


Queensland 
Australian Optometrical Association (Queensland Division) 


Western Australia 
Australian Chiropody Association (Western Australian Branch) 


REGISTERED MEDICAL AND/OR HOSPITAL BENEFITS ORGANISATIONS AND RELATED 
ASSOCIATIONS 


Commonwealth 


Blue Cross Association of Australia 
Friendly Societies of Australia 
Voluntary Health Insurance Council of Australia 


New South Wales 


Association of New South Wales National Health Benefit Organisations 
Australian Chilling and Freezing Company Limited 

Bulli District Hospital Contribution Fund 

E.R. and S. Hospital and Medical Club 

Grand United Order of Oddfellows Friendly Society 

Hospitals Contribution Fund of Australia 

Hunter Medical Benefit Fund Limited 

Independent Order of Odd Fellows Grand Lodge of New South Wales 
Kurri Kurri Maitland Hospital Contribution Fund 

Lysaght Hospital and Medical Club 

Medical Benefits Fund of Australia Limited 

M.M. Hospital and Medical Club 

Newcastle Industrial Benefits Limited 

N.S.W. Railway and Transport Employees’ Hospital Fund 

N.S.W. Teachers’ Federation Health Society 

Post Office Mutual Benefit Society of N.S.W. 

South Coast Medical Benefits Fund 


Victoria \— 
Hospital Benefits Association 
Health Benefits Council of Victoria 
Independent Order of Rechabites—Victoria District No. 82 
Latrobe Valley Hospitals and Health Services Association 
Mildura District Hospital and Medical Fund 


Queensland 
Manchester Unity Independent Order of Oddfellows 


South Australia 


Mutual Hospital Association 
National Health Services Association 
South Australian Association of Registered Health Benefit Organisations 


Western Australia 


Friendly Societies Health Services 
Hospital Benefit Fund of Western Australia 


Tasmania 


Health Benefits Council of Tasmania 


INDIVIDUAL PERSONS 


Mr A. W. Anderson 
ROSEBAY 

Mr J. H. Anker 
WOLLONGONG 

Mr C. Ashton 
SYDNEY 

Mrs G. E. Callan 
LINDFIELD 

Mr R. E. G. Collett 
COWRA 

Mr M. J. Corless 
DULWICH HILL 


Mr A. E. Crimp 
POTTS POINT 


Mrs L. J. Daniell 
CREMORNE 

Mr P. D. Day 
SEAFORTH 

Mr A. J. Eade 
MIRANDA 

Mr P. H. Gallagher 
GLADESVILLE 

Mr A. Guenzl 
PADDINGTON 


Mr F. Harvey 
CARLTON 


Mr H. G. Allpress 
HAWTHORN 

Mrs H. M. Andrew 
BOX HILL 

Mr P. R. Andrew 
BOX HILL 


New South Wales 


Mr W. Hoff 
REVESBY 

Mr J. Hoffman 
GLEBE 

Mr E. H. C. Jenkins 
TURRAMURRA 

Mrs Betty Kasprzyk 
YAGOONA 

Mr B. Layland 
INGLEBURN 

Mr A. G. Lunnon 
TAREE 

Sister Margaret Mary, 
R.S.M., GRAFTON 

Mr C. B. Marshall 
INGLEBURN 

Miss E. McVane 
MARRICKVILLE 

Mrs Enid Myers 
EPPING 

Mr A. Nicholls 
COWRA 

Miss E. P. O’Grady 
TEMPE 


Mr H. Reece 
REGENTS PARK 


Victoria 


Mr J. F. Bateup 
MT WAVERLEY 

Mr G. J. Beel 
PASCOE VALE SOUTH 
Mr L. H. Bennett 
WARRNAMBOOL 
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Mrs M. J. Silva 
BELLEVUE HILL 
Mrs E. Sinclair 
WENTWORTHVILLE 
Mr W. H. Spratt 
CHATSWOOD 

Mrs J. Syme 
GEORGETOWN 

Mr A. J. Taylor 
LIVERPOOL 

Mrs M. T. Taylor 
SINGLETON 

Miss B. M. Thomas 
DARLING POINT 

Mrs C. Thrower 
GYMEA 

Mr H. B. Turner, M.P. (on 
behalf of Miss B. Greer) 
GORDON 

Mr J. Walker 
EPPING NORTH 

Mr J. A. Waterford 
GLEBE 

Mr N. A. Whiffen 
WAHROONGA 

Dr John Yeo 
CROWS NEST 


Mrs J. Blair 
WARRANDYTE 

Mr W. E. Brewer 
HUGHESDALE 

Mr G. H. Brown 
CANTERBURY 


Mr L. P. Bryant 
NORTH BOX HILL 
Mrs E. Burke 
MIDDLE BRIGHTON 
Mrs B. D. Capp 
EAST MALVERN 

Mr E. T. Chippindall 
MALVERN 

Mr A. T. Clark 
STAWELL 

Mr J. A. Cleightonhills 
SOUTH CAULFIELD 
Mr B. G. Collins 
MALVERN 

Mr J. B. Cordner 
CAMBERWELL 
Major H. Court 
GEELONG 

Mr J. S. Deeble 
University of Melbourne 
PARKVILLE 

Mr J. R. F. Downie 
MELBOURNE 

Mrs F. M. Earl 
WARRNAMBOOL 

Mr M. L. Earl 
WARRNAMBOOL 
Miss E. Forbes 
HAWTHORN EAST 
Mr F. H. Forbes 
GLENHUNTLY 

Mrs D. M. French 
WARRNAMBOOL 

Mr J. C. D. French 
WARRNAMBOOL 
Miss L. R. French 
WARRNAMBOOL 

Mr P. W. Garrett 
BOX HILL 

Mr R. H. Garrett 
BALWYN 

Mr R. H. Grace 
SUNSHINE 

Dr M. Grounds 
TRARALGON 

Miss J. R. Henty 
ARMADALE 


Mrs P. Carter 
BRISBANE 

Mrs C. Eaglesham 
MOUNT ISA 


Dr Wylie T. Gibbs, M.P 
BRISBANE 


Victoria—continued 
Mr J. E. Hughes 
GEELONG 
Mr J. M. Johnson 
WARRNAMBOOL 
Mr J. S. Johnson 
WARRNAMBOOL 
Mr P. H. Joyce 
CAMBERWELL 
Mr C. R. Knight 
COLAC 
Mrs R. Lawrence 
WENDOUREE 
Mr L. E. Leroux 
MONT ALBERT 
Mr D. A. Lewis 
CAMBERWELL 
Mr H. V. Lindqvist 
NORTH BALWYN 
Mrs E. A. Marshall 
PANTON HILL 
Mr S. J. Mathew 
GLEN IRIS 
Mr K. W. McArthur 
MORNINGTON 
Mr W. R. McAlpin 
CANTERBURY 
Mr J. B. McAlpin 
CANTERBURY 
Mr G. E. Mead 
BOX HILL 
Mr H. C. Mead 
WARRNAMBOOL 


Dr P. Mestitz 
DANDENONG 


Mr A. D. Milne 
GLEN IRIS 

Mr E. Monkhowse 
FRANKSTON 

Mr W. H. Moody 
CANTERBURY 

Mr B. T. Murray 
BOx HILL NORTH 
Mrs E. M. Neagle 
HEATHMONT 


Mrs R. Pederick 
NATHALIA 


Queensland 


Professor Douglas Gordon 
BRISBANE 

Miss M. Nicholson 
TOOWONG 


Mrs G. Parrie 
ASPLEY 
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Mr W. J. Perrier 
STAWELL 

Mr C. P. Phillips 
EAST MALVERN 

Mr W. D. A. Penhall 
EAST MALVERN 

Mr L. C. Raikes 
MONT ALBERT 

Mr J. R. L. Salisbury 
BOX HILL NORTH 

Mr E. Sandner 
BENDIGO 

Mr F. A. Sangster 
CANTERBURY 


Mr R. B. Scotton 
University of Melbourne 
PARKVILLE 

Mr V. T. Sealey 
MELBOURNE 

Miss R. Skidmore 
BALACLAVA 

Miss E. G. Stevens 
KEW 

Miss E. J. Stevens 
KEW 

Miss M. E. Taggart 
CANTERBURY 

Mr K. G. Teiffel 
CHADSTONE 


Mr F. J. Tilley 
HAWTHORN 


Mr J. R. Urquhart 
MONT ALBERT 


Mr K. Wakefield 
CANTERBURY 

Mr B. E. Williams 
CHADSTONE 

Mr F. R. Williams 
HUGHESDALE 

Mrs J. R. Williams 
HUGHESDALE 


Mr A. J. Withers 
CAMBERWELL 


Mr S. J. Young 
COBURG 


Mr H. Zwinger 
CAMBERWELL 


Mr A. L. Serve 
NEW FARM 


Mr J. A. Thouard 
STANTHORPE 


Mr D. G. Bagshaw 
TOORAK GARDENS 
Mr H. Bailes 
CUMBERLAND PARK 
Mr E. Charlton 
GOOLWA 

Mr S. J. Edwards 
ONE TREE HILL 


Mr E. E. Joyce 
HAWTHORN 


Mrs B. M. Beit 
NEDLANDS 


Mr H. Blake 
NEDLANDS 


Messrs E. C. and E. O. 


Chasteney 
‘WILSON 


Mrs B. Churchward 
FLOREAT PARK 


Mrs R. R. Hayward 
CARLISLE 


Mrs M. Heron 
COTTESLOE 


Mrs M. Humphreys 
MELVILLE HEIGHTS 


Mr A. G. Hayward 
BURNIE 

Mr D. P. King 
LATROBE 


Mr C. E. Linturn 
BRIDGEWATER 


Mr J. A. Crockett 
KOWLOON, HONG KONG 


South Australia 
Mr K. V. Moffett 
SEFTON PARK 
Mr T. Naish 
PARKSIDE 
Mr R. F. Rowe 
UNLEY 
Mr E. Saunders 
MILLSWOOD 


Mr S. J. Sekay 
SOMERTON PARK 


Western Australia 
Mr D. Keillor 
SCARBOROUGH 
Mrs K. Kukura 
SOUTH FREMANTLE 
Mr J. Lazenby 
HILTON PARK 
Mr F. F. Leuba 
CLAREMONT 
Mr C. H. S. Manning 
SOUTH PERTH 
Mrs G. Masters 
KELMSCOTT 
Dr T. R. Morley 
CITY BEACH 
Mrs M. J. O’Loghlen 
BAYSWATER 


Tasmania 
Dr F. Mitchell 
RICHMOND 


Mr S. L. Napier 
CRESSY 


A.C.T. and Overseas 


Mrs A. Dalgarno (A.C.T. 


Nurses Club) 
CANBERRA, A.C.T. 
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Mr S. D. Selby 
BLACK FOREST 

Mr G. L. Shepherd 
MILLSWOOD 

Mr R. Stone 
CLARENCE PARK 
Mrs I. F. Walsh 
GAWLER 


Mrs C. W. Slaughter 
CLAREMONT 


Mr P. J. Smith 
VICTORIA PARK 


Mrs F. B. Sopote 
SOUTH PERTH 


Messrs N. and R. Taylor 
and Mrs D. M. Taylor 
RIVERVALE 


Dr G. Vardi 
VICTORIA PARK 


Mrs E. Wilson 
MANNING 


Mrs M. L. Wordsworth 
ESPERANCE 


Mr E. E. Rees 
LAUNCESTON 


Mr J. W. Shedden 
ROSETTA 


Mr W. W. Woodbury 
YARRALUMLA, A.C.T. 


APPENDIX B 


PERSONS WHO APPEARED BEFORE THE COMMITTEE 


REPRESENTATIVES OF GOVERNMENTS AND GOVERNMENT AUTHORITIES 


The Hon. M. G. Everett, a.c., 


M.H.A. 


Mr V. H. Arnold 
Mr E. Stockdale 


Minister for Health for Tasmania 


Victorian Government Statist and Actuary 


REPRESENTATIVES OF HOSPITALS AND RELATED ASSOCIATIONS, SOCIAL WELFARE BODIES AND OTHER 


MISCELLANEOUS ORGANISATIONS 


Mr P. L. Nicholson 


Miss J. Green 
Mr W. M. Lippmann 
Mrs M. E. Coleman 


Mr H. M. Sleigh 

Mr R. H. Kronborg 
Mr J. C. H. Handfield 
Mr L. B. Swinden 


Mrs M. McMahon 
Mrs J. Pankhyrst 
Mrs G. Conlon 


Miss F. K. Ogilvie 


Mr N. McLeod . 
Mrs A. L. McLeod 


Mr R. W. Carmichael 
Mrs M. E. Coleman* 
Mrs V. Crombie 


Mrs V. F. Leigh 
Mrs R. Fraser 


Dr J. S. Lawson 
Mrs A. Baird 


Mrs J. Hassett 
Mrs B. Hall 


Miss S. Ramsay 
Mrs M. Fischer 


Dr D. J. E. Cheshire . 
Mrs M. Smith 


Mr N. M. Cameron 
Dr G. Keys Smith . 
Sister J. M. Coates 
Miss J. A. Tuxen 

Miss R. A. Holt 

Miss B. B. Williams 


Professor E. G. Saint . 
Mr L. F. Hayes 
Dr R. B. Anderson 


Mrs B. F. Garrett 
Miss M. Sullivan 
Miss B. Wordie 

Mr G. M. Hunter 


Mrs H. Lawton . 
Miss V. Salter 
Mr W. Gilding 


Australian Cerebral Palsy Association Inc. 
Australian Council of Social Service and the Victorian Council 
of Social Service 


Australian Hospital Association 


Australian Multiple Sclerosis Society 


Old People’s Welfare Council of New South Wales 
Spastic Centre of New South Wales 


Asthma Foundation of Victoria 


Australian Red Cross Association (Victorian Division) 


Footscray and District Hospital (Victoria) 
Hampton (Victoria) Hospital 
Housewives Association (Waverley (Victoria) Branch) 


Old People’s Welfare Council of Victoria 
Paraplegic Association of Victoria 


Richmond (Victoria) Dispensary and Outpatients Clinic 

Royal Children’s Hospital (Melbourne)—Orthopaedic Section 
Victorian Association of Day Nurseries 

Victorian Society for Crippled Children and Adults 

Australian Association of Social Workers (Queensland Branch) 


Council of Social Service of Queensland 


Australian Association of Social Workers (South Australian 
Branch) jointly with South Australian Council of Social 
Service 


Old People’s Welfare Council of South Australia Inc. 


* Appeared separately as representative of the Victorian Council of Social Service. 
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Dr J. R. Barbour 
Mr R. Bateman 
Mr P. Anderson 


Dr R. C. Godfrey 
Miss K. J. Carter 


Mr V. F. Driscoll 
Mr M. B. Paust 


Mr E. R. Griffiths 
Mrs K. B. Ihlen 
Miss D. Pearce 
Mr N. F. Gamble 


Mr W. King 
Mr K. Ford 
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Paraplegic Association of South Australia 


Princess Margaret Hospital for Children (Perth) 
Royal Perth Hospital 
Royal Perth (Rehabilitation) Hospital 


Council of Social Service of Tasmania 
Administrative and Clerical Officers’ Association (A.C.T. Branch) 


REPRESENTATIVES OF PROFESSIONAL BODIES 


Mr J. Newton 
Mr R. Y. Norton 


Sir Clarence Rieger 
Dr E. F. Thomson 
Mr D. F. Spark 


Mr G. Bell 

Mr B. K. Besley 
Mr E. S. Padman 
Mr M. J. Watson 


Mr A. B. Wright 

Mr T. G. Rice 

Dr E. Waddy Pockley 
Dr M. Moore 

Dr H. W. Garlick 
Mr H. J. Alexander 


Mr J. Garvin 
Mr B. Layland 


Mrs P. A. Beck . 


Mrs B. M. Fowler 
Mrs B. M. Goulder 


Mr L. G. Bridges 
Mr J. B. Sinclair 
Mr L. J. Bryant 
Mr S. J. Tees 

Mr J. R. Allen 
Mr B. Blumberg 
Mr J. J. Wilson 


Mr J. R. S. Jobson 


Australian Dental Association 


Federal Council of the Australian Medical Association 


Australian Optometrical Association 


Australian Physiotherapy Association 
Ophthalmological Society of Australia 
Royal Australasian College of Physicians 


Australian Optometrical Association (New South Wales Division) 


Australian Physiotherapy Association (New South Wales 
Division) 
Australian Visiting Nurses Association 


New South Wales Physiotherapists Private Practitioners Group 


Australian Optometrical Association (Queensland Division) 


Australian Chiropody Association (Western Australian Branch) 


REPRESENTATIVES OF REGISTERED MEDICAL AND/OR HOSPITAL BENEFITS ORGANISATIONS AND RELATED 


ASSOCIATIONS 

Sir Ronald Grieve* 
Mr J. F. Cade* 

Mr H. R. Hamblent 
Mr A. L. Barr 

Mr A. W. Harrison 
Mr H. P. O’Rourke 


Mr R. E. Oakes 


Blue Cross Association of Australia; and The Friendly Societies 
of Australia 


Australian Chilling and Freezing Company Limited 


Bulli District Hospital Contribution Fund 


* Also represented the Medical Benefits Fund of Australia Limited. 
t Also represented Grand United Order of Oddfellows Friendly Society of New South Wales. 
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Mr R. J. Turner 
Mr H. Stevens 


MrR. J. Allen . 
Mr J. Hamilton 


Mr G. Cantrill . 
Mr K. Kingsford 


Mr J. T. McDermott 


Mr N.C. Bills . 
Mr D. Lindsay 


Mr A. L. Remfry 
Mr L. T. Griffen 


Mr C. Rogers 
Mr A. Forsythe 
Mr A. A. Elsley 


Mr F. K. Richard 
Mr R. Hyde 


Mr V. H. Beilken 
Mr A. M. Lawless 
Mr L. H. Lambert 


Mr J. A. Graham 
Mr H. Hanning* 
Mr S. G. Herron 


Mr R. L. Dunstant 
Mr K. J. Allison 


Mr W. K. Moont 
Mr D. G. Fisher§ 


Mr L. W. Barrow 
Mr G. F. Simpson 


Mr W. A. Carson 
Mr C. W. Smith 


Mr J. L. Lycett . 
Mr F. R. Edwards 
Mr G. S. MacLaine 
Mr F. W. Heron 


New South Wales 


Mr J. H. Anker 
Mr A. J. Eade 

Mr P. H. Gallagher 
Mr C, B. Marshall 


Victoria 
Mr G. H. Brown 


Mr N. E. Christopherson 
Mr J. A. Cleightonhills 
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Mr E. Sandner 

Mr F. A. Sangster 
Mr R. B. Scotton 
Mr B. E. Williams 


Dr Wylie T. Gibbs, M.P. 


Hospitals Contribution Fund of Australia 
The Hunter Medical Benefits Fund 


Independent Order of Odd Fellows 
Kurri Kurri Maitland Hospital Contribution Fund 


The Lysaght Hospital and Medical Club 
M.M. Hospital and Medical Club 


Newcastle Industrial Benefits Limited 


N.S.W. Railway and Transport Employees’ Hospital Fund 


Post Office Mutual Benefits Society of N.S.W. 
South Coast Medical Benefits Fund 

Hospital Benefits Association (Victoria) 
Health Benefits Council of Victoria 


The Blue Cross Association of Australia and The Friendly 
Societies of Australia 


South Australian Association of Registered Health Benefit 
Organisations 


Friendly Societies of Australia 


Hospital Benefit Fund of Western Australia 
Friendly Societies Health Services (Western Australia) 
Health Benefits Council of Tasmania 


INDIVIDUAL PERSONS 


Mr J. S. Deeble Western Australia 
Mr L. H. Dunner Mrs G. Masters 
Mr A. D. Milne Dr T. R. Morley 


Dr G. Vardi 
Mr M. L. Wordsworth 


_ Tasmania 
Mr E. E. Rees 


Queensland Australian Capital Territory 


Mrs A. Dalgarno 


* Also represented Latrobe Valley Hospitals and Health Services Association. 
+ Also represented Manchester Unity Independent Order of Oddfellows. 

$ Also represented National Health Services Association. 

§ Also represented Mutual Hospital Association. 
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APPENDIX C 


HOSPITAL AND MEDICAL INSURANCE IN CANADA 


Under the British North America Act 1867 which established the Constitution for the present 
Canadian federal system of government, the control of ‘health services’ is a function of the 
Provinces. Agreements which have been made between Dominion and Provincial governments 
over the past two decades provide for the sharing of the cost of many health services between 
the Dominion government and the Provincial governments. 


Hospital Services 


The agreements in relation to the sharing of the costs of hospital services are authorised by 
the Hospital Insurance and Diagnostic Services Act which came into operation on 1 July 
1958. Under these agreements each Province arranges for hospitals to provide in-patient 
hospital care, at standard or public ward level, and, to a varying degree, out-patient services, 
upon uniform terms and conditions, to the residents of the Province. The cost incurred by 
each of the ten Provincial governments in the provision of these services is shared approxi- 
mately on a 50-50 basis between the Dominion government and the Provincial governments. 
The Dominion government is not interested in or concerned with individual hospitals but it 
does actively encourage the Provinces to improve hospital standards generally. These cost 
sharing arrangements do not cover tuberculosis sanatoria or mental hospitals or homes pro- 
viding custodial care. 


Seven Provinces make no direct charge on the patients for standard ward hospitalisation, 
while the remaining three levy nominal charges. All doctors have access to their private 
patients in standard wards, as well as other wards, and their fees are not covered by the 
hospital charge or hospital insurance pians. 


The Dominion government’s share of the cost is financed from general federal revenue. 


Since the Provinces were free to devise their own methods for financing the provincial 
share of costs, a variety of methods of financing has emerged. Five Provinces initially used 
a premium method, but two of them subsequently switched to general revenue; one Province 
levies a sales (hospital) tax while another levies a property tax. Other Provinces finance 
their share of costs out of general revenue and, in some instances, a combination of methods 
is used. 


Although referred to as hospital insurance, the plans operated by the three Provinces 
where premiums are charged are not health insurance plans as the term is understood in 
Australia. The premiums are in the nature of specific taxes and the rates are fixed, having 
regard to political considerations rather than the cost of the ‘insured’ hospital services. 


The premium method is used in Saskatchewan, Manitoba and Ontario. It has been used 
in New Brunswick and Prince Edward Island but it was abolished in the former from 
1 January 1961 and the latter from 1 December 1962. 


The annual premium, or hospitalisation tax as it is called, in Saskatchewan, is $24 and 
$48 for single persons and families respectively. The funds derived from the hospitalisation 
tax are augmented by general revenue funds. 


The Manitoba monthly premium for single persons and families is $2 and $4 respectively. 
A 6 per cent charge on personal income tax and an extra 1 per cent tax on taxable income 
of corporations are levied to provide for the provincial costs not covered by the premiums. 
A compulsory payroll deduction is applied for employed groups of three or more persons. 
Provision is also made to exempt from this group certain categories of persons for such 
reasons as temporary or part-time employment. 


The Ontario monthly premium is $3.25 for single persons and $6.50 for families. Insured 
persons in Ontario are entitled to insured services and, in addition, to services over and above 
those included in the agreement under the Hospital Insurance and Diagnostic Services Act. 
The provincial programme in that Province includes insured services in mental hospitals and 
tuberculosis sanatoria. There is a compulsory payroll deduction clause in the Ontario law in 
relation to establishments of fifteen or more employees including the employer. This category 
of residents is the only category with respect to which insurance coverage is compulsory in 
the Provincc, the programme being available to all others on a voluntary basis. 


In all the premium Provinces, reduced premium rates are levied with respect to the 
families of armed services personnel and members of the Royal Canadian Mounted Police. 
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British Columbia finances the provincial share of costs out of the general revenue of the 
Province (part of a provincial sales tax in British Columbia is paid into the general revenue 
fund for hospital insurance). A similar method of financing is used in Quebec, New Brunswick, 
Prince Edward Island, Newfoundland, the Yukon and the Northwest Territories. Both British 
Columbia and the Northwest Territories supplement this source of revenue by the levy of 
authorised charges discussed below. Alberta raises a portion of its share of costs from a 
mill rate levied on property, as well as levying an authorised charge. Nova Scotia finances its 
programme through a 5 per cent sales tax. 


Three Provinces, Alberta, British Columbia and the Northwest Territories have included 
in their Agreements provisions for levying charges directly to patients for insured services. 
These deterrent or co-insurance charges are described as authorised charges within the meaning 
of the Hospital Insurance and Diagnostic Services Act. In Alberta, in-patients are charged 
$5.00 for the first day and $2.50 for each succeeding day of hospitalisation in general hospitals 
and $1.50 per day in auxiliary hospitals. A co-insurance charge of 20 per cent is paid by the 
patient for out-patient services. British Columbia has an authorised charge of $1.00 per day 
for in-patients and out-patients pay $1.00 per visit for cancer therapy, in addition to the 
$2.00 per visit charge for emergency services. The latter charge is not included in the cost of 
insured services. 


The in-patient and out-patient services to which the residents of a Province are entitled 
are defined by the Act as ‘insured services’. These are set out in the two following para- 
graphs. Except in British Columbia, Alberta and the Northwest Territories (where deterrent 
or co-insurance charges are made), no direct charge is made to the patient for these services. 
No limits may be placed on the services other than medical necessity. 


All Provinces have agreed to arrange for the provision of the following mandatory 
in-patient services: 


(i) Accommodation and meals at the standard or public ward level; 

(ii) Necessary nursing service; 

(iii) Laboratory, radiological and other diagnostic procedures, together with the neces- 
sary interpretations for the purpose of maintaining health, preventing disease and 
assisting in the diagnosis and treatment of any injury, illness or disability; 

(iv) Drugs, biologicals and related preparations as provided in an agreement when 
administered in the hospital; 

(v) Use of operating room, case room and anaesthetic facilities including necessary 
equipment and supplies; 

(vi) Routine surgical supplies; 

(vii) Use of radiotherapy facilities where available; 

(viii) Use of physiotherapy facilities where available; 

(ix) Services rendered by persons who receive remuneration therefor from the hospital; 

(x) Such other services as are specified in an agreement. 


All these mandatory in-patient services are not necessarily available at each participating 
hospital. 

While the federal Act authorises contributions by the Dominion Government towards the 
cost of the above in-patient services where provided on an out-patient basis, the Act is permis- 
sive in this regard and the Provinces are free to choose which, if any, out-patient service they 
will provide as insured services. The position in each Province is: 


British No out-patient services as such but emergency services and minor 

Columbia surgical procedures are provided. 

Alberta No out-patient services except those provided by the provincial cancer 
clinics and provincial laboratories. 

Northwest Certain diagnostic procedures and interpretations. 

Territories 

Saskatchewan All services provided by a hospital in the course of providing diagnostic 


or treatment services to the extent that these can be provided. All 
radiological laboratorial procedures and all physiotherapy and occupa- 
tional procedures to the extent that these can be provided. 


Manitoba Certain surgical procedures and certain procedures related to medical 
rehabilitation and electro-shock therapy and services provided by the 
Manitoba Cancer Treatment and Research Foundation. 
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Ontario Certain medical and therapeutic procedures where the procedure 
ordinarily would be carried out as an in-patient service, radiotherapy 
for treatment of cancer and occupational therapy, physiotherapy and 
speech therapy in specified hospitals. 

Quebec Minor surgical procedures including radiological and laboratory 
examinations, psychiatric day care and night care in psychiatric depart- 
ments of certain hospitals, also electro-shock and insulin shock therapy. 

New Brunswick Certain diagnostic and treatment procedures; use of operating room 
and equipment; drugs and related preparations; laboratory and radio- 
logical procedures; together with interpretations and physiotherapy 
facilities where available. 

Nova Scotia All medically necessary diagnostic radiological examinations, radio- 
therapy, physiotherapy, minor medical and surgical procedures and the 
provision of blood. 


Prince Edward Laboratory and radiological procedures including radioactive isotopes, 


Island drugs, biologicals and related preparations for emergency diagnosis and 
treatment and all other services prescribed as in-patient services in 
the federal Act. 


Newfoundland Certain diagnostic and treatment procedures. 


A common feature of out-patient services provided in most of the Provinces is the 
provision of a fairly broad range of services in the specific event of an accident. 


Hospital insurance is compulsory or automatic in all Provinces except Ontario where it 
is mandatory for persons employed in an undertaking having a total of 15 or more employed 
persons and voluntary for the remainder of the population. Approximately 98 per cent of 
the Canadian population has hospital coverage under the agreements. 


RESEARCH INTO COsTS 


The federal health authority has established a special unit to conduct research into 
hospitals’ procedures and practices, with emphasis on the need to evolve methods of pro- 
viding high quality service as economically as possible. The establishment of this unit has 
been brought about by concern felt by the federal authorities regarding the steep increases 
in hospital costs over the last few years. 


MEDICARE 


The Canadian Medicare programme is authorised by the Medical Care Act which came into 
operation on 1 July 1968. Under the programme the Dominion government is authorised to 
contribute half of the average national per capita cost of insured services of Provincial medical 
care insurance plans which meet minimum requirements with regard to: 


(i) Comprehensive coverage for all medically required services rendered by a physician or 
surgeon. 

(ii) Universal availability to all eligible residents of a participating Province on equal 
terms and conditions and covering, in addition, at least 90 per cent of the total eligible 
population at the outset. 


(iii) Portability of benefits when the beneficiary is temporarily absent from his own 
Province and when he is moving from one participating Province to another. 

(iv) Administration on a non-profit basis by a public authority which is accountable to the 
Provincial government for its financial transactions. 


At the time of the Committee’s visit (November 1968) two Provinces—British Columbia 
and Saskatchewan—had agreed to participate in the federal medicare programme and it was 
expected that the majority of the other Provinces would decide to participate within the next 
year or so. This will involve modification of existing medical insurance plans, most of which 
were originally sponsored many years ago by groups of doctors in the various Provinces. 


Ancillary Paramedical Services 

The coverage available against the cost of paramedical services such as physiotherapy and 
home nursing varies a good deal from Province to Province. In Saskatchewan an extensive 
coverage against the cost of physiotherapy, optometrical services and certain procedures 
provided by oral surgeons has been incorporated in the hospital and medicare plans. In most 
Provinces coverage is mainly confined to hospitals’ and doctors’ services. 
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Future of National Plan 


Although the national medicare programme in Canada is just getting under way its long- 
term future has been placed in doubt by an announcement made by the Prime Minister during 
the Committee’s visit to the effect that the Dominion Government intended to limit its financial 
support to the first 5 years’ operation of the scheme and that thereafter the full financial 
responsibility would have to be assumed by the Provinces whose share of taxation would be 
increased at the expense of the Dominion Government. 

Proposals are also being put forward for changes in the arrangements between the 
Dominion and Provincial Governments in relation to hospital finance and taxing rights. The 
Province of Quebec has decided to discontinue its participation in the hospital finance 
agreement. 


Comparison with Australian System 


The Canadian arrangements differ from Australia’s in several important respects. In 
Canada it is the Provincial governments which undertake responsibility for the conduct and 
supervision of hospital and medical insurance programmes. The federal subsidies are paid 
on the basis of agreements between the Dominion and Provincial governments. 


Canadian employers have long assumed more responsibility than most Australian 
employers in relation to the collection of health insurance premiums. Where premium 
insurance plans are still operating, deduction of premiums from employees’ pay is the rule 
rather than the exception. In some Provinces the deduction of premiums from employees’ pay 
is made compulsory by Provincial legislation. 


Doctors’ fee schedules have long been in operation throughout most of Canada. Medical 
insurance was originally developed by the medical profession itself and the profession has 
long recognised that fee schedules are an essential part of its effective operation. The medical 
profession has also found, in Canada, that the operation of fee schedules has not led to a 
decline in doctors’ incomes, on the contrary, doctors’ incomes have continued to increase. 


For Australia the principal lessons to be drawn from Canada’s experience are considered 
to be: 


(i) the need, in a federal cost-sharing system, for the Federal and State governments to 
enter into agreements defining their separate responsibilities; 

(ii) employer deduction of health insurance premiums from employees’ pay is of great 
value in reducing the cost of collecting premiums and in saving employees from 
suffering loss of coverage through omission to pay contributions; 

(iii) competition for membership between insurance organisations adds considerably to 
the cost of providing a health insurance service and for this reason is being 
terminated in the Canadian system; 

(iv) in a premium-insurance system there is a need to make special provision for low- 
income earners, as well as for social service pensioners; 

(v) the effective operation of a medical insurance system requires the establishment and 
periodic review of medical fee schedules; 

(vi) while the arrangements for financing hospital and medical costs through taxation, 
compulsory premiums, etc., have appreciably lowered the cost of collection of health 
finances, Canada is experiencing great difficulty in keeping in check the growth of the 
costs of hospital and medical services. The increasing costs of health services are a 
matter of considerable concern to both the Dominion and Provincial governments. 
There is much public and political debate about how these increasing costs can be 
financed and much attention is being given to the development of methods whereby 
the growth of costs can be held down. 
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Number of Organisations Operating Hospital 
Benefits Tables at Different Levels 
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Number of Organisations Operating Hospital 
Benefits Tables at Different Levels—continued 
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APPENDIX E 


Medical Benefits 
Table 14 of the Report of the Director-General of Health for 1967-68 
Cost of medical services to contributors to registered organisations—1953-54 to 1967-68. 


Total cost Percentage of total cost met by—(fee-for-service only) 











Year ended 30 June of petderae 
(fee-for-service 
and contract) Fund Commonwealth Contributor 
$000 Yo Yo 7o 

1954 : : ; 9,112 Sie 31.4 36.9 
1955 : : . 27,169 33.9 30.9 abi 
1956 3 : ; 35,276 Shih, 30.6 34.4 
1957 : ; : 42,003 34.1 29.3 36.6 
1958 : ; : 49,625 33.9 28.3 37.8 
1959 : ; : 54,619 34.4 28.5 37.1 
1960 é : : 64,203 35.4 28.2 36.4 
1961 ‘ . : 71,242 36.0 27.4 36.6 
1962 : : : 78,499 36.9 27.0 36.1 
1963 : : 4 86,213 37.1 26.6 36.3 
1964 , : : 93,313 36.8 25.9 37.3 
1965 : : : 104,624 Shi? 32.9 31.9 
1966 : : : 119,021 35.7 33.9 30.4 
1967 : 4 : 131,770 3525 32.2 3253 
1968 ; : 2 141,982 35.4 32.0 32.6 


10933/69 















: y Pri , 
— sastragads viahnaaanaatadl a 
’ t fie . er 


i i ae ie,’ Utne : ae 
(lind Sai iot6 ert sont Aedes bet Yo aus insbas 
Goo aren nb an 4 - hi tr gee Ace +4, 














LEAT Tn rose se ou Mba MA ain sine A Nits ieee 
somdiina> ..) ieawrotnoD brat 
plow err eer eps Die a asnoplaltan ts she os ing cie hee Rid ane eha 
; ik - ' sty 7 
ia ow H “* 
Se) BOE: Op. € uhh 
TT i 44 a * ‘ ty : t 
my Seek eeye et me, : eS 
phi Ie ap) 4.00 0-26 
g eat i y 1 te: 
uve % : BS ee 7 
ie eA at BES 
iy bone . +e 
a, Ae Hire GO. at: 
ys ie ty ‘ if 
% ¢ th y re i 4 
i Of, ay yay i 
rt Give aaa HOF 
GF @ & 5.28 Mator. | i 
& OF #28 - We? 2 | cs PEO GE - J 
' £86 Fae 2 q RR es: Te UM SERS a Fa, r 
6.5% a Bae SRG MOR ee 3? 8, 











ree AP ha 
7 V : 

Lae phan ae! 

as pe. Me 
Ph Say’ 








